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THE publication of the findings of committees of inquiry! into the 
structure of two of the most vital of our nationalised industries—coal 
and electricity supply—deserves attention for three reasons. First, it 
affords an opportunity to re-examine the reasons for the kind of organ- 
isation initially imposed upon the two industries. Second, it enables 
us to study those organisational changes in each industry from vesting- 
date onwards of which the reports concerned were the culmination. 
A static conception is rarely adequate for an analysis of this kind and 
more useful conclusions can often be reached by examining the struc- 
ture dynamically. Third, it makes possible a comparison of the recom- 
mendations of the two reports. 

The economic organisation of the coal and electricity industries 
established under nationalisation was the product of many influences. 
The basic decision to nationalise was ideological, and was the con- 
sequence of the return to office of a Socialist Government in 1945. 
There has been a tendency to play down the ideological element in 
British nationalisation policies and to stress that these policies were 
the inevitable outcome of technological factors. Although these factors 
are important, they are not all-embracing. The Reid and McGowan 
Reports,” in spite of their stress upon the need for national co-ordina- 
tion and development, could easily have been interpreted in a way 
which secured their main technological aims through some system of 


1 Report of the Advisory Committee on Organisation, National Coal Board, 
February 1955 (referred to below as Fleck) and Report of the Committee of 
Inquiry into the Electricity Supply Industry, January 1956 (referred to below 
as Herbert). ; a 

2 Report of the Technical Advisory Committee on Coal-mining (Cmd. 6610, 
1945) referred to below as Reid; and Report of the Committee on Electricity 
Distribution (Ministry of Transport, 1936) referred to below as McGowan. 
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controlled private ownership ; indeed, the McGowan Report expressed 
a definite preference for such a system. It was therefore crucial to the 
future of the two industries that it fell to a Socialist rather than a 
Conservative Government to act upon the recommendations of these 
reports.’ The fact of nationalisation therefore, as distinct from the 
structure, stemmed from the ideological influences under which the 
Labour Cabinet acted. These ideas had been the meat and drink of 
the Labour movement for thirty years ; they were the ideas which had 
mobilised the loyalty and energy of party workers (the indispensable 
prelude to victory at the polls) and which certainly could not be 
repudiated in the post-1945 glow of victory. Briefly, it was held that 
nationalisation would end the class struggle between owners and 
workers, eliminate private profit and lead to a democratising of econo- 
mic power. This was why nationalisation of the basic industries took 
place, although since 1945 it has become almost bad taste among 
economists to mention these reasons. Attention has concentrated 
upon the technological arguments, as if they furnish a more respectable 
paternity for infants of otherwise questionable origins. 

This is not to deny the importance of the technological criteria. 
Their importance in any analysis of organisation, however, lies in 
helping to determine how rather than why the industries were national- 
ised. The terms of reference of the Reid Committee, for instance, were 
couched in markedly technological terms,* and it was from this angle 
that the Committee approached the question of a desirable administra- 
tive structure.° It saw the need for larger units of management, 
although it based this need on the temporary shortage of engineers 
rather than upon a detailed examination of the economies of scale.® 


’ The proposals laid before Parliament by the Ministry of Fuel and Power 
in May 1945 indicate what the organisation of the coal industry would have 
been if the Conservatives had been returned at the subsequent General Elec- 
tion, Although a Central Authority with limited powers of compulsion in 
reserve to effect amalgamations was proposed, the industry would continue to 
be conducted by private enterprise. In the case of electricity, the McGowan 
Committee had expressed preference for the more efficient grouping of under- 
takings on a regional basis rather than outright nationalisation (McGowan, 
para. 471 (ii), (ili)) and this was accepted by the Ministry of Transport in 
fete ie These plans, however, were interrupted by the outbreak of war 
in ; 

4°To examine the present technique of coal production from coal face 
to coal wagon, and to advise what technical changes are necessary in order 
to bring the industry to a state of full technical efficiency’ (Reid, para. 1). 

5*We have undertaken this task in our capacity as mining engineers 
and... all our conclusions and recommendations have been formulated from 
our professional viewpoint’ (ibid., para. 2). ; 

®* Unfortunately there is a serious dearth of mining engineers who possess 
the knowledge and experience necessary to undertake the far-reaching schemes 
of reorganisation which are essential. The services of those who are so 
qualified will consequently be required for the wider benefit of the industry ’ 
(ibid., para. 758). 
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The emphasis of the Reid Report was thus upon areas of compact 
and manageable size with a unified command, and this principle was 
embodied in the post-nationalisation structure. The fact remained that 
the areas were beyond the span of control of one national body’ and 
it was decided to insert another link in the chain. This was the 
Division, and it was based upon the same grouping as the eight 
regional boards which had been set up by the wartime Ministry of 
Fuel and Power in 1942. 

So the situation immediately after nationalisation was that of a 
highly centralised administrative structure, with a line of command 
running down from the N.C.B. through the Divisional Boards and 
Area Managers to the Colliery Managers. Besides the geographical 
division of the industry a division of functions was arranged, and 
eight departments were set up: Production, Finance, Marketing, 
Labour Relations, Manpower and Welfare, Scientific, Legal and a 
Secretary’s department. The geographical and functional aspects were 
fitted together by the principle of line-and-staff.® 

The influence of the Reid Committee upon the administrative struc- 
ture of the coal industry® was that it stressed the importance of the 
area as an overall management unit. But it cannot be said to have 
recommended (as the N.C.B. seems to claim)!° the hierarchical struc- 
ture that was in fact established in 1946. 

The origin of this lies not so much in technological features as in 
peculiar wartime emergency measures which survived into 1945 and 
confronted those whose responsibility it was to draft the nationalisation 
bill. The elaborate apparatus of national control predisposed the experts 
in favour of adopting permanently the same kind of authoritarian and 
disciplined structure which they assumed had worked well during the 
war. 

The organisation for the electricity industry adopted under the 1947 
Act was that of a Central Authority’? exercising a general co-ordinating 
function for the industry as a whole (except for the North of Scotland 
District) and responsible also for the generation of electricity and its 
transmission in bulk to fourteen separate statutory Area Electricity 
Boards’? for distribution. 


7No preference was stated in the Reid Report for a national managerial 


ard. 
Re 8 National Coal Board. Annual Report, 1948, paras. 386-90. 

9 Reid, paras. 705-12, 759-65. 

10 NCB, AR 1946, para. 12; AR 1947, paras. 187 and 189. ¢ 

11 The Central Authority consisted of a chairman and from four to six other 
members appointed by the Minister: four other members were appointed by 
the Minister from among Area Board chairmen in rotation. 

12Area Boards were to consist of a chairman and from five to seven other 
members appointed by the Minister, together with the chairman of the Con- 


sultative Council. 
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While it was intended that certain operational functions should be 
centralised to secure efficient planning and co-ordination, the main 
day-to-day functions of generation, transmission, construction and 
repair and maintenance were decentralised to fourteen generation 
Divisions, each under the charge of a Divisional Controller. 

It was left to Divisions to break down functions into convenient 
units. They were left to develop the organisation which each thought 
appropriate. Some Divisions adopted a two-tiered organisation with 
delegation of authority directly from Divisional headquarters to the 
individual station superintendents, but more generally there was an 
intermediate level (stations were linked together in groups, each with 
its own headquarters). 

Area Board Headquarters were organised on similar lines to the 
Central Authority, but the degree of decentralisation below that level 
varied from area to area. Most of them, however, adopted division 
into five or six sub-areas, each under a sub-area manager. Sub-areas 
in turn were divided into districts. 

Unlike the Divisions in the coal industry which were creations of 
the N.C.B., the Areas in electricity supply existed in their own right 
by Act of Parliament. But although this Act conferred upon them 
control of retail distribution, the Central Authority retained specific 
central responsibilities. The Act conferred on the Central Authority 
powers to give ‘such directions to Area Boards as appear to the 
Central Authority to be necessary or expedient’ to secure co-ordination 
of distribution. 

It was hoped that mutual goodwill rather than statutory direction 
would however determine the relations between the Central Authority 
and the Area Boards. The structure of the Central Authority, including 
four Area Board chairmen by rotation, was designed to realise this 
ideal. It is more difficult for a committee to behave dictatorially if 
some of its subordinates are actually sitting on that committee and 
participating in its decisions (even if they have to go back to their 
Area headquarters and await the instructions which they have helped 
to frame). 

The organisation described above had been guided by the 
McGowan proposals for larger and more efficient units’? although 
there were fewer detailed suggestions to draw upon than the coal 
industry had elicited from the Reid Report. With regard to generation, 
it was comparatively easy to convert the operational control which 
had been exercised by the old C.E.B. into administrative control by 
the new Central Authority. The boundaries of the fourteen divisions 


13 McGowan, para. 471 (ii) (a). 
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were merely co-terminous with the Area Boards. These Area Boards 
had been so devised as to encompass about thirty-five districts, which 
in turn followed the boundaries of existing undertakings (the smaller 
ones being suitably amalgamated). There was an element of the arbi- 
trary in all this’*; the proper unit of organisation for electricity 
distribution is not so obvious as the power station in generation or 
the colliery in the coal industry. 

By and large, however, the area and district organisation showed 
the influence of the McGowan proposals, although the method of 
acquisition of undertakings, the financial control, and the overall 
national control were departures from the McGowan Report.! 

These then were the specific influences which helped to shape the 
organisation of the coal and electricity supply industry respectively. 
There were other more general influences, however, which were 
common to both industries. There was, for instance, the tremendous 
prestige which attached to the idea of the public corporation. This 
was treated by some writers with a reverence rarely accorded to 
institutions of merely secular origin. It was seen as a delicately 
balanced, subtle, empirical (7.e. British) development: ‘an achieve- 
ment of high creative value on the part of our democracy’ which 
combined ‘most of the advantages of State ownership with those of 
commercial administration’. It was argued that ‘ quite definitely the 
future of socialization lies with the public board’; it was a ‘form 
of enterprise which could furnish the key to the solution . . . of the 
whole complex problem ’ of State activity.’® 

Nor was the idea pursued of a national board with merely advisory 
co-ordinating and research duties. The public corporation popular at 
this time among planners was one with definite managerial functions. 
This idea was given extreme expression in the constitution of the 
N.C.B., and to a lesser degree in that of the Central Authority in 
electricity supply. 

In the sphere of social and economic thought other influences had 
been at work justifying the means as well as the ends of large-scale 
enterprise. ‘ Bureaucracy’ had become respectable. On the one hand, 
the Fabians had studied bureaucracy in its specific aspects (as it 
related to the various public services) and found much to commend. 


14 Not so arbitrary. however, as in the gas industry. where (according to an 
official who wishes to remain anonymous) the regional organisations were 
based on the drainage system of the early Saxon settlers. y 

15 Cf. the proposals for the retention of private ownership in McGowan, 
para. 471 (iii) and (x). 

16 See W. A. Robson, Problems of Nationalized Industry (1952). p. 53; 
Lincoln Gordon, The Public Corporation in Great Britain (1938). p. 345; 
W. A. Robson (ed.), Public Enterprise (1937), p. 403; and W. B. Bruck, The 
Road to Planned Economy (1934), p. 21. 
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Moving on a more exalted level, in one of his magnificent panoramic 
sweeps, Max Weber had discovered that bureaucracy was ‘ from the 
technical point of view, capable of attaining the highest degree of 
efficiency . . . and it is in this sense the most rational means of carrying 
out imperative control over human beings ’.*’ 

According to Weber, bureaucracy was superior to other historically 
known forms of administration, because of the stability, reliability, the 
calculability of results which it permits, and the large scope of its 
operations. What emerged from Weber’s analysis was that economic 
options could not always be kept isolated from administrative ques- 
tions. It was no longer considered useful, for instance, to take a stand 
in favour of socialism or capitalism until the administrative content 
of these categories had been defined. For socialists and planners, the 
newly-respectable method of bureaucracy (implying a centralising of 
economic and managerial decisions) supplied the answer. 

This concept of bureaucracy exactly fitted the socialist blue-print 
for the organisation of industries like coal and electricity. It is first 
and foremost an administration based on expertise. Obedience is 
invoked as a means to an end; it is, in this view, the best known 
method of achieving certain goals. These goals had been set out in 
reports like those of the McGowan and Reid Committees. To people 
lower down in the organisation, however, bureaucracy assumes a 
second perspective. From this angle, obedience is an end in itself. 
When the individual obeys an order he sets aside personal judgements 
of rationality ; he obeys because of the position of the person giving 
the order. It was this second requirement of bureaucracy that was to 
cause considerable friction in the two industries concerned, and was 
eventually to lead the Fleck Report to issue a sharp reminder on the 
virtues of obedience as an end in itself.’* 


THE DECENTRALISATION CONTROVERSY: COAL 


We have seen that the organisation which was established in 1947 
was highly centralised: The Act which nationalised the industry, whilst 
specifying the general duties and responsibilities of the national board, 
said little about the details of lower levels of the organisation. What 
emerged was the national managerial board already described, with 
divisions and areas under its authority. At the end of the chain was 
the colliery manager. The various specialist services provided by the 
N.C.B. converged upon him from above. His relation to the staff 


‘7A. M. Henderson and T. Parsons (eds.). Max Weber: The Theory of 
Social and Economic Organization (1947), p. 337. 
18 Fleck, Section VIII (‘ Discipline ’), paras. 298-303. 
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was thus different from that of superior line authorities. Their staff 
services were provided by their assistants. The colliery manager had 
to apply to his superior for specialist services—he had none of his 
own. Even at area level, the functional officers were responsible to 
the functional departments at divisional headquarters and not to the 
Area General Manager. It was this state of affairs which led to the 
resignation of Sir Charles Reid from the N.C.B. in 1948. The gravamen 
of his charge was in fact over-centralisation, and this charge was 
echoed in Parliament and in the Press, and in various publications.’ 


THE BuRROWS REPORT 


To meet the growing volume of criticism, the N.C.B. appointed a 
committee to look into the organisation of the coal industry. The 
chairman, Sir Robert Burrows, was a part-time member of the Board, 
and the recommendations of his committee were published in 1948.?° 
Although the Burrows Committee approved the overall structure of 
N.C.B. organisation, it suggested some relaxations of central control. 
It recommended, for instance, that divisional chairmen should sit on 
the N.C.B. This proposal would have involved an attitude of co- 
operation rather than of direction between these two levels, and would 
have brought the organisation into line with that of the electricity 
industry, but it was rejected by the N.C.B. It also recommended a less 
rigid interpretation of the functional board: more part-time members 
should be brought in from outside the industry to assist in the formula- 
tion of broad policy, and those members of the N.C.B. who were in 
charge of functional departments should delegate executive action as 
far as possible to their chief officials, leaving themselves free to deal 
with policy. These suggestions were partly met by legislation passed in 
the following year.”* 


THE CONSERVATIVE VIEW 


The administration of the industry had come under criticism from 
sources other than the Burrows Committee. Encouraged by the 
resignations of Sir Charles Reid and Sir Eric Young, the decentralisa- 
tion school was gaining influence. Important in this connection were 
the publications of the Conservative Central Office. 


19, A. Clegg and T. E. Chester, The Future of Nationalization (1952): 
Acton Society Trust, Nationalised Industry, a series of research papers. 1950- 
1951: see also letters to The Times, 22nd. 23rd, 24th November 1948. — 

20 NCB, AR 1948 (Appendix V); Main Recommendations of the Committee 
on Organisation, 1948, pp. 233-6. 

21 Coal Industry Act, 1949; 12 and 13 Geo. VI, c. 53. 
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The Conservative Party at this stage was flirting with the idea of 
autonomous divisions, each with its own budget for financial expendi- 
ture, and only with the broadest of objectives imposed upon it. This 
idea was firmly rejected by the N.C.B.”* It took its stand chiefly on 
the grounds that the marketing function must be nationally controlled 
and that flexibility in marketing was essential if supply were to be 
quickly adjusted to changes in the direction and intensity of demand. 
This flexibility would be disturbed if autonomous divisions adjusted 
output and prices as each thought fit. Determination of prices, capital 
investment and industrial relations all required national planning or 
national agreement, and this could not be achieved if each Division, 
freed from its control by the N.C.B., were left to go ahead on its own. 

The Conservative Party published a series of reports on the organ- 
isation of the coal industry from 1947 onwards. These range from 
straightforward party propaganda, blaming the over-centralisation of 
the industry, for instance, for the fuel crisis of February 1947,”* to 
the carefully formulated and constructive pamphlet prepared by 
Colonel Lancaster in association with Sir Charles Reid and Sir Eric 
Young.”* 

The Conservative Party initially argued that the Labour Govern- 
ment had placed an unjustifiable interpretation upon the recommenda- 
tions of the Reid Committee. While agreeing with these findings, the 
Conservative view was that the technical reorganisation would have 
been better achieved under controlled private enterprise, and that 
the over-centralised structure of the industry decided upon by the 
Government proceeded not so much from the technical findings as 
from ‘their political obsessions ’.”*> One serious fault lay in the con- 
stitution of the national board on functional lines.?® 

In another pamphlet published in 1948 there is more detailed 
criticism of the organisation, although side by side with this there is 
now a frank and uninhibited acceptance of the principle of nationalisa- 
tion.?” But the N.C.B. should merely be a Board connected with major 
policy and research (the kind of body that might have operated under 
private enterprise) rather than a managerial board. At the Divisional 

22 NCB, AR 1948, paras. 380-4, AR 1949, paras. 157-8. 

23 Conservative Political Centre, Inside Industry: Coal (1948), pp. 1 and 8. 

24 CPC, Structure of the Coal Industry (1951). 

25 CPC, Inside Industry: Coal (1948), p. 4. 

76‘ Engrossed in the control of their departments members naturally had 
too little time for the planning of broad policy. Moreover this functional 
structure is largely reproduced at Divisional and Area levels . . . the structure 
of the industry still tends to resemble a series of parallel vertical pipes, one 
for each aspect of the coal-mining industry, down which directions can be 
slowly poured from top to bottom. This is the projection of the Civil Service 


method into industry ’ (ibid., p. 8). 
27 CPC, Facts and Ideas about Coal (1948), p. 18. 
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level a major error had been made, it was argued, by appointing men 
who, however eminent in other fields, in most cases lacked industrial 
experience. At a lower level, Area General Managers, striving to 
acquire competence in a new sphere, were not devoting enough time 
to technical matters.?* 


THE LANCASTER PLAN 


This was a much more comprehensive and non-partisan publication 
than any of the previous ones, and its authors formed a formidable 
trio.*° The Lancaster plan proposed abolishing the forty-nine areas 
and the creation of thirty districts in their place, each bearing a direct 
relation to the producing districts of pre-nationalisation days, and 
each under the control of a District Coal Board. These districts should 
have statutory recognition. The District Chairman would not necessar- 
ily be a mining engineer (indeed it would be unwise to distract the best 
mining engineers from the vital job of production) and the Board 
would consist of part-time members. In addition, the chairman would 
have under him, and appointed by him, a board of management 
through which he would control the district organisation. The exact 
form of this organisation would be left for the chairman to determine. 
The plan took account, however, of N.C.B. objections to previous 
Conservative proposals and admitted that marketing and price structure 
must remain national matters. 

It was envisaged that the N.C.B. would confine itself to broad 
policy and financial control, but should have no executive duties. 
Heads of departments should be not members but servants of the 
Board. Freed from the intricacies of detailed management and the 
cramp of administrative routine, the N.C.B. should ‘lead and inspire, 
co-ordinate and assist. It will decide the key and tempo. Others will 
make the music ’.*° 

This motif of decentralisation emerges even more clearly in the 
Lancaster proposals for a central technical advisory service to be 
made available to districts. The use of this should be purely voluntary, 


28 Thid., p. 16. Cf. Fleck seven years later: ‘Area General Managers do 
not yet appreciate that their job is to administer and not to act as high level 
mining engineers’ (para. 227). 

29 Col. C. G. Lancaster. Sir Charles Reid and Sir Eric Young, Structure and 
Control of the Coal Industry (CPC June 1951). Col. Lancaster had been 
Chairman and Managing Director of B.A. Collieries, one of the largest under- 
takings in the Midlands. and had played a big part in introducing American 
power loading methods into Britain: he had been responsible for the develop- 
ments at Calverton Colliery, one of the most important sinkings up to that 
time in England. His co-authors had both served on the technical and mana- 
gerial sides of the industry, and had been members of the N.C.B. 

39 Tbid., p. 14. 
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and indeed, payment should be made for it. It would not be for this 
service to direct how work should be done. 


THE LABOUR VIEW 


Even the Labour Party was at pains to associate itself with the 
decentralisation school. Although it decided (not unexpectedly) that 
the Conservative plan for coal was ‘ ill-considered, contradictory and 
confused where not simply inaccurate’,*? it went on to claim that 
decentralisation was already being achieved. In other words, although 
it rejected Conservative methods, it implicitly accepted their objective. 
The test of decentralisation, it argued, is finance. Of some £40°8 m. 
of capital expenditure authorised in 1948, over £15 m. was authorised 
by Area General Managers, some £12 m. by Divisional Boards and 
only £13-8 m., one-third of the total, was referred to the centre for 
authorisation.*” 


DECENTRALISATION : THE N.C.B. YIELDS 


The criticisms of N.C.B. organisation, from whatever source they 
came, were unanimous in their disapproval of a highly centralised 
structure. It is hardly surprising that the N.C.B. was forced to take 
account of these criticisms. It did so on two important issues. 

The first occasion was in 1948 when, although the N.C.B. favoured 
the introduction of budgetary control and standard costs, it met with 
some resistance from the Divisions. In view of the prevailing tide of 
opinion it did not dare impose its will upon the lower administrative 
levels, and consequently it was left to the Divisional Boards to decide 
whether or not mining operations should be subject to budgetary 
control and standard costs. Indeed, the N.C.B. cited this forbearance 
on its part as ‘ one example of the way in which important decisions of 
management are decentralised to the coalfields ’.** 

But the N.C.B.’s arguments did not appease the decentralisation 
school, and to meet the growing volume of criticism, the N.C.B. in 
October 1953 issued a directive to all Divisional chairmen. It pointed 
out that the N.C.B.’s object was to delegate to Divisions, and through 
them, to Areas, the maximum possible authority consistent with statu- 
tory responsibility. Although management was expected to make full 
use of technical specialists as an advisory and consultancy service, it 


31 Labour Party, Speaker’s Handbook 1950, pp. 84-5. 

32 Ibid., p. 84. Cf. Fleck five years later: ‘Powers delegated by some Divi- 
sional Boards to their Area General Managers are excessive . . . the Area 
General Manager’s authority to incur capital expenditure on any one colliery 
project should be limited to £50,000.’ (Paras. 237 and 240.) 

33 NCB, AR 1948, paras. 360-1. 
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was free to decide whether to accept their advice. Two paragraphs of 
the directive were indicative of the new decentralising spirit: ‘ Divi- 
sional Boards members are collectively accountable to the N.C.B. for 
the conduct of affairs in their division . . . they are individually 
responsible solely to their own boards’; and: ‘apart from a few 
exceptions, no instructions will be issued by HQ. to individual members 
or Officials of Divisional Boards ’. 

The directive stressed that Divisional Boards should not interfere 
too much with the work of Areas: the Area was the main and vital 
management unit. The Division should provide only such services 
and managerial functions as might be necessary, and the decision to 
use them would rest with the Area General Manager. An advisory 
committee of Area General Managers should meet monthly under the 
Divisional Board chairman. The directive emphasised that the Area 
General Manager was in charge of his area: he was responsible to 
the Divisional Board as a whole but was not subordinate to any 
individual member thereof; and his staff would take orders only from 
him, and subject to minor exceptions, not from authorities at a higher 
level. 

The N.C.B. Directive of 1953 represented a capitulation to the 
exponents of decentralisation. It is true that the extreme decentralisa- 
tion critics had not secured acceptance of their views, but the directive 
went as far as it dare, without infringing statutory responsibility, 
towards the decentralisation of decisions. 

Thus by the end of 1953 the N.C.B. was sufficiently confident that 
it had met the major objections of the decentralisers to ask for a 
review of the organisation by Dr. Fleck. 


CENTRALISATION REDIVIVA: THE FLECK REPORT 


The Fleck Report** recognised certain special problems facing the 
coal industry, i.e. that it was different in nature from many other big 
industrial undertakings, in that mining is an extractive industry in 
which, broadly speaking, the same job is done in every part of it. The 
industry is not an amalgamation of manufacturing units of different 
kinds. Coal produced in any one part of the country can be sold in 
any other. For these reasons, the amount of coal to be produced in 


34 The report was published on 16th February 1955, and at the same time 
the Minister made a statement in the House of Commons saying that he had 
accepted the resignation of some of the members of the previous Board. and 
that he had decided to reorganise the Board on the lines recommended by the 
Advisory Committee. The new appointments came into effect on 21st February 
1955. and on 24th March 1955 the reconstituted Board issued a statement 
agreeing, with certain exceptions, to the adoption of the Committee’s recom- 


mendations. 
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any part of the industry, and the amount of capital to be spent on that 
part, are questions which must be settled by reference to the possibil- 
ities in the industry as a whole. 


It will be observed that the ‘special problems’ which the Fleck 
Committee enumerates are those making for centralisation. They thus 
make their point effectively at the beginning of the report, and all 
the recommendations thereafter follow this theme of central planning 
and control. The Committee expressed approval of the main structure 
of organisation—Headquarters, Divisions, Areas and collieries—and 
of the principle of line and staff. Thereafter most of its recommenda- 
tions were in direct conflict with the recommendations of all previous 
enquiries, from the Burrows Committee onwards. It came down 
heavily on the side of the executive director on the national Board, 
rather than the kind of board consisting of people of eminence, who 
spend only a small part of their time on the Board’s business and 
leave responsibility to their General Manager. 


It believed that these full-time members should be drawn from 
the ranks of the industry ; membership should be a career appoint- 
ment which an efficient man should expect to hold until the normal 
age of retirement.** On the other hand the prestige of the part-time 
members should be strengthened. Drawn from outside the industry, 
their contribution should counter the traditional tendency of the British 
coal industry towards self-centredness and introspection. They should 
have the special duty of advising the Minister on the appointment of 
full-time members and on the appointment of chairman or deputy- 
chairman. 


On the principle of line-and-staff, the Committee recommended 
a more highly disciplined interpretation. Specialists at one level should 
compel specialists at a lower level to act upon their instructions. 
Furthermore, the managerial character of the Division must be clearly 
recognised and the practice of appointing part-time members should 
be abandoned. It did not merely exist to supervise and co-ordinate. 
Its job was to receive orders from above and give orders to those 
below: this hierarchy should not be undermined by having Area 
General Managers sitting on the Divisional Board. Their job was 
to stay in their areas and manage them effectively, and when necessary, 
do as they were told. 


3° Fleck, para. 68. In terms of management principles there is nothing 
particularly novel about all this. But the Fleck Committee was perhaps 
unaware of the breach which this recommendation makes in the traditional 
theory of the British Public Corporation, i.e. the delicate constitutional 
relationship between the Board and Parliament. A policy of career appoint- 
ments held until the normal age of retirement would disturb this relationship. 
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The Committee were disturbed by the disparity among Divisions 
as to their organisational structure, and wished to see the N.C.B. 
impose a common pattern of organisation on all Divisions. A similar 
common pattern should be imposed upon Areas. As if to emphasise 
the subordinate place of Area General Managers in the hierarchy, the 
Committee went on to recommend that they should be stripped of 
some of their authority. Their investment powers, it was argued, were 
excessive ; they had the right to authorise on any one underground 
project capital expenditure up to £100,000. This should be cut to 
£50,000. They should not be given the right to appoint colliery 
managers. 

It is obvious that the Fleck Committee were alarmed about the 
calibre of area and colliery managers,®* and this is brought out in 
their concern not merely with the framework of the organisation, but 
with how to make it work. Their proposals for achieving this revolved 
mainly around the need for more discipline. The N.C.B. was blamed 
for ‘trying to control their subordinate formations with a very light 
touch’. Having adopted a policy, they had too often been half-hearted 
in holding to it when Divisions had not liked the policy.*” The Com- 
mittee found that Area General Managers misunderstood the purpose 
and functions of National Headquarters. Whereas they were ready to 
criticise Headquarters it soon became clear that they had no idea 
how it fitted into the Board’s organisation. Least of all did they under- 
stand the ramifications of the coal industry. Some managers thought 
that it was one of the duties of the Division to protect them from 
having to implement instructions emanating from National Head- 
quarters. Consequently it was necessary for the N.C.B. to * imprint 
its personality on the Area General Managers by ensuring that they 
understood how great a responsibility and volume of work rested on 
the shoulders of the Board’s headquarters and what part it had to 
play in the industry *.°* 

All these recommendations were accepted by the N.C.B. It issued 
two memoranda to all Divisions; the first in March, accepting the 


36*To run any big business successfully a man must have certain qualities 
and experience . . . some of the Area General Managers do not measure up 
to these requirements’ (Fleck, paras. 226-7). “Many of the collieries are not 
managed as well as they should be . . . most colliery managers have grown 
up with the troubles that beset the industry and with the organisation as they 
found it at the pit; they cannot conceive that things should be otherwise 
(para. 283). LOK. 

37*The Board appears to assume that decentralisation means that they 
should not, or need not impose their will on Divisions and Areas’ (Fleck, 
para. 307). It is only fair to remind ourselves that almost every exponent of 
decentralisation outside the N.C.B., from 1948 onwards, had assumed that 
it meant precisely this. 

38 fhid., para. 312. 
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proposals in broad outline ; the second on Sth July, containing further 
details. The tone of this second memorandum indicates a much tougher 
attitude on the part of the N.C.B. towards its subordinate formations ; 
with the authority of the Fleck Report behind it, it felt emboldened 
to call to task all those managers against whom it was previously 
afraid to act, in view of the prevailing climate of public opinion. It 
informed every Area General Manager that not only was he subordin- 
ate to the Chairman and Deputy-Chairman of the Divisional Board, 
but he must also obey the instructions of individual Board members. 
He must ensure that the pattern of organisation at his Area Head- 
quarters conformed to the pattern laid down by the N.C.B. He must 
carry out ‘ properly, promptly and firmly’ all the policy decisions of 
the Board. The N.C.B. concluded its memorandum by cancelling the 
General Directive which it had issued on 22nd October 1953. 


THE DECENTRALISATION CONTROVERSY : ELECTRICITY SUPPLY 


Under the 1947 Act, as we have seen, the ownership and operation 
of power stations passed to the Central Authority and through it to 
the appropriate Generation Division. The distribution undertakings 
passed to the appropriate Area Board. This separation of activities 
was a formidable task involving the division and duplication of staffs, 
and of engineering, accountancy and administrative procedures. Two 
separate organisations henceforth carried out duties formerly per- 
formed by one. Managers and officials of former undertakings who 
became members or officers of Area Boards tended to view the 
arrangement with suspicion, if not outright hostility. They resented 
losing control of what had previously been, from ai engineering point 
of view, the more interesting of their duties, i.e. generation. They 
found themselves left with the distribution side in which commercial 
considerations played a larger part than engineering. 

It is true that the Area Boards enjoyed a certain degree of indepen- 
dence in view of their statutory position: but the fact remained that 
they had to purchase their raw material (i.e. units of electricity) from 
the Central Authority at prices decided by the Authority ; and their 
tariffs and capital budgets were subject to central approval. 

The consequence of this situation was that, although the electricity 
supply industry enjoyed considerably more immunity from outside 
criticism than the coal industry, it was subject to certain tensions and 
disagreements within. Most of the Area Boards felt strongly that they 
were subject to too much interference by the Central Authority®® and 


3° Herbert, para. 230. 
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the position of Divisional Controller in the organisational structure 
was considered to be similarly unsatisfactory.*° 

The fact remained, however, that between 1947 and 1956 the elec- 
tricity industry possessed a more decentralised structure—statutorily 
and in practice—than the coal industry. It might have supposed, after 
the experiences of its sister industry at the hands of the Fleck Com- 
mittee, that it had gone far enough in the direction of decentralisation, 
and that any committee of enquiry would issue the same warning as 
the Fleck Committee: that the benefits of national control and co- 
ordination should be reasserted and made explicit in organisational 
structure and methods. 

The Electricity Supply Industry was duly investigated by the 
Herbert Committee. Its report was issued in January 1956, nearly a 
year after the Fleck Report. Almost every one of its recommendations 


was in direct contradiction to the Fleck recommendations to the 
N.C.B. 


CENTRALISATION DERELICTA: THE HERBERT REPORT 


Whereas the Fleck Committee had recommended the principle of 
an executive board at national level, the Herbert Committee wished 
to see the Central Authority stripped of its executive functions and 
left merely with supervisory powers. It would continue to approve 
such items as capital and revenue budgets, tariffs, research and labour 
relations, but executive responsibility for generation and transmission 
would be relinquished. The Central Authority would relinquish power 
in two directions: first, to a new statutory corporation called the Central 
Electricity Generation Board which would be henceforth responsible 
for generation and, second, by a reduction in its authority over the 
Areas. 

The Committee went on to interpret the duties of the Central Author- 
ity in words reminiscent of those used by Colonel Lancaster in his 
plan for coal and so categorically rejected by the Fleck Committee. 
‘Its touch should be light . . . at once judicious and stimulating.’*’ The 
Central Authority should inspire, but in no circumstances should it 
coerce. 

Whereas the Fleck Committee had emphasised the managerial 
nature of the Divisional Board and recognised that part-time members 
would weaken its authority, the Herbert Committee recommended an 
Area Board composed exclusively of part-time members (including 


40 Tbid., paras. 239, 287 (a), 265, 501. ; 

41 Tbid., para. 253. Cf. Fleck, para. 300: *The Board have tried to control 
their subordinate formations with a very light touch. Some Divisions have 
taken advantage of this.’ 
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the Chairman). The establishment of a full-time board, it was argued, 
would have tended to subordinate local management to functional 
control, and to attract power to the centre. Part-time members, how- 
ever, would be less likely to usurp the authority which was best 
exercised by lower formations. 

To emphasise still further the independence of the Area Boards 
from the Central Authority it was suggested that Board members be 
appointed directly by the Minister and without reference to the wishes 
of the Central Authority. This would achieve a relationship based on 
a balance of power rather than one of subordination.‘ As for the 
organisation adopted within each area, this should be entirely a matter 
for the Area Board concerned, and was no concern of the Central 
Authority. 

Perhaps nowhere is the contrast between the tone of the two 
reports so sharp as in the consideration of the lowest level of the 
organisation. The Fleck Committee had blamed breakdowns at this 
level (i.e. the colliery) upon the unwillingness of men trained in small 
undertakings to appreciate the problems of large-scale enterprise. In 
other words, it praised the system and blamed the men. The Herbert 
Committee takes the opposite view. It praises the sense of personal 
responsibility and pride which existed under the old system, and 
blames the new system of large-scale enterprise for a lessening in the 
enthusiasm of District Managers. Accordingly it suggests that District 
Managers be freed from too direct a control and given the fullest 
possible responsibility for all necessary services.** This would include 
the introduction of some kind of financial yardstick, such as the 
normal profit and loss account provides, for measuring the success of 
their units. Theirs should be the only management level below Board 
Headquarters. 

What conclusions can be drawn from the startling contrast in the 
recommendations of these two reports? Are there factors making for 
centralisation in the case of the coal industry which are absent from 
electricity supply? 

The case for national control of planning, investment, marketing 
and labour relations** seems fairly well established in the coal industry. 


42° Tt is desirable for the health and vigour of the industry that discussion 
and controversy between the Central Authority and Area Board members 
should be free, unfettered and uninhibited ’ (ibid., para. 319). 

43 Tbid., paras. 266, 288, 295, 297. 

44The scope of this article does not permit discussion of labour relations, 
although a complete analysis of the economics of coal (implementing of invest- 
ment programmes, the reconciliation of current operations and long-term 
planning, etc.) must take account of the labour situation. For further comment 
on this see my * Miners and Management’, The Manchester Guardian, 23rd 
August 1954, 
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The Fleck Committee took the view that a highly centralised direction 
of operations should go hand in hand with these other functions. This 
is a more controversial assumption, but the Fleck Committee advanced 
cogent arguments in favour of it, stressing the fact of the uniformity 
of the product and of the nature of the work performed.‘ 


Yet are not these considerations almost equally applicable to the 
electricity supply industry? National co-ordination and control of 
generation and transmission are obviously desirable, and any organ- 
isation designed to meet these objectives must be fairly highly central- 
ised. The Herbert Committee could not fly in the face of these facts, 
but so determined was it to undermine the powers of the Central 
Authority that it arrived at a somewhat surprising compromise. First 
it transferred the responsibility for constructing power stations and 
grid from the Authority to a new independent board. Second it 
recommended that Area Boards should have power to generate for 
their own purposes.*® It justified this proposal on the somewhat 
unusual grounds that Area Boards would hardly ever use the powers 
granted.*’ This is surely sacrificing the economies of scale to the 
ideology of decentralisation. At best it is a rather empty gesture. 


The arguments for centralisation in the case of generation and 
transmission seem to be as strong as the argument for centralising 
certain functions in the coal industry. If this is so, the Fleck Com- 
mittee was right and the Herbert Committee wrong. 


With regard to distribution the Herbert Committee is on stronger 
ground. The economies of scale in distribution are not the same as in 
generation and the difference becomes greater as technology advances ; 
there is no reason why distribution should be fitted willy-nilly into an 
organisational bed designed for generation. Even distribution, however, 
is affected by one feature which makes for centralisation, although 
not so dramatically as in the case of the coal industry. This is the 
shortage of managerial and technical talent. The extent of decentralisa- 


45 Fleck, para. 36. ; ; fact : pul 

46 Having given lengthy consideration to the principle of separating distribu- 
tion and generation, the Committee’s final verdict is that the separation is 
‘sound’ (para. 227). Yet later on it recommends that ‘Area Boards should 
be given power to generate and supply electricity’ (para. 238). It is significant 
that the Electrical Power Engineers’ Association has protested against the 
Government’s acceptance of para. 238 of the report. In a letter to the Minister 
of Power it stated: ‘We do not believe that without the present national 
control of generation, by which at every moment, subject to transmission 
network limitations, the most efficient generating sets available in the country 
are used, electricity can be generated as cheaply as now. .. . The Generating 
Board must be protected against possible incursion by one or more Area 
Boards into its function of bulk generation. It cannot plan or operate efficiently 
without such protection.’ 

47 Herbert, para. 234. 
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tion in any organisation “depends on the quality and experience of 
subordinate managers, and the Fleck Committee found this sadly 
wanting in the coal industry. In the initial phase of reconstruction 
and reorganisation following nationalisation (a phase from which the 
industry has not yet escaped) the N.C.B. was driven to emphasise 
‘national management’ because of the sheer shortage of managerial 
talent within it. The necessity of raising the quality of management 
is in itself a powerful argument for centralisation. To delegate the 
arrangement and operation of training schemes for managers to lower 
formations might mean the perpetuation of inefficiency and local 
prejudices ; nationally directed and controlled training schemes avoid 
this danger. 

The same shortage of managerial ability faces the electricity supply 
industry. The Herbert Committee, however, avoids the issue by 
blaming it on the over-centralised structure of the industry. The logic 
of its argument, if pursued, would involve de-nationalising the industry 
in order once more to attract the best men. Although the Herbert 
Committee broods nostalgically over the past, it hardly dare go as far 
as that. But it refuses to recognise that, however we may regret it, 
the days of the great individual achievements of those who created 
our heritage of municipal and private electricity undertakings—men 
like Sir Alexander Kennedy, who abandoned a highly successful 
commercial career to build up Edinburgh’s undertaking—are gone 
for ever. The economies of national control must necessarily involve 
some loss in the independence of the great engineers and administra- 
tors. The giants of the early days of electricity supply were innovators 
in every sense ; they were the ‘new men’ of Schumpeterian analysis 
who provided the dynamic of industrial organisation. But their suc- 
cessors must work within a different framework. This fact the Fleck 
Committee asserted unequivocally, if somewhat brutally. The Herbert 


Committee refused to face it, and its recommendations are the less 
valuable thereby. 


It is true that the extent of decentralisation depends on the degree 
to which activities are amenable to objective standards of performance. 
Until these standards are widely refined and implemented there is no 
substitute for direct control. This was recognised by the Fleck Com- 
mittee: hence their preference for the functional board. The problem 
is less acute in electricity supply, and it can be argued that more 
decentralisation is accordingly possible. 

Thus, although there are features which might involve differences 
in the degree of decentralisation for the two industries, there is no 
justification for the violent contrast in tone and content of the two 
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reports. Since vesting-date, both industries have faced much the same 
problem: that of administering a very large amalgamation of units 
of varied size and efficiency, in circumstances where successful adapta- 
tion to large-scale enterprise has met with two serious but inevitable 
frictions. First, there has been the reconciliation of day-to-day produc- 
tion with long-term planning; and second, the maladjustment and 
frustration of former small-scale managers and engineers in an industry 
where, after nationalisation, the need was for large-scale co-ordination 
and operation. 


Throughout the eight years during which the N.C.B. grappled with 
these frictions it was under pressure from all the outside experts— 
both official and unofficial—to decentralise. It yielded to these 
pressures, only to be blamed by the Fleck Committee for carrying 
decentralisation to a degree where it undermined the efficiency of 
the industry. Now the same sequence of events is being repeated in 
the electricity supply industry. The Herbert Committee is at the same 
stage of decentralising zeal as the Burrows Committee reached in the 
coal industry in 1950. All the same arguments are there: the whittling 
down of the principle of a functional board, non-interference with 
lower levels of management, and the dispersal of management 
decisions. The principles which the Fleck Committee found to be 
wholly misguided in the organisation of the coal industry are now 
being urged in even stronger terms upon electricity supply. 


One is left with the impression that the contrast between the two 
reports reflects the personal experience and background of the chair- 
men. Sir Alexander Fleck brought to his investigation an unrivalled 
knowledge of large-scale enterprise gained in his work with I.C.I. Sir 
Edwin Herbert, as a lawyer, brought a bias in favour of an organisation 
based on checks and balances, with the right to resist central control 
written into the structure of lower formations. These principles are 
the glory of the British Constitution, but they may be rather less 
relevant to electricity supply. If the two chairmen had exchanged 
roles, Sir Alexander Fleck examining electricity and Sir Edwin Herbert 
coal, each industry might well at the moment be reorganising itself 
on precisely opposite principles. 


If any policy recommendation emerges from this survey of the 
two industries it is that they should be free from any further inquiry 
into their organisation for at least five years. It is true that if the 
above conclusions are correct, the Government’s modified acceptance 
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of the Herbert proposals** has imposed a somewhat unsuitable organ- 
isation upon the electricity industry. But a further upheaval of the 
industry’s structure would do more harm than good, and it should 
be given a respite to run in the new organisation as well as it can. 

We should, however, keep the closest watch on any future com- 
mittees of inquiry into the nationalised industries lest recommendations 
be imposed upon one industry which have already been proved unsuit- 
able for the same or another industry by a different committee of 
inquiry. 

ALAN E. THOMPSON 

University of Edinburgh 


48 The Electricity Bill 1957 entered the Committee Stage on 5th February 
1957. It carries decentralisation even further than the Herbert recommenda- 
tions. Whereas the report had argued that its objects could be secured by 
reconstituting the Central Authority, for instance, with a simple majority of 
part-time over full-time members (4-3), the Government proposes that the 
new authority shall consist of two representatives of the Central Generating 
Board, the twelve chairmen of the Area Boards, and an independent chairman, 
with the possibility of adding two deputy chairmen. 


THE SPAN OF CONTROL 


THE Span of Control is a principle of formal organisation which was 
first enunciated by my friend Mr. A. V. Graicunas, with my active 
co-operation. Graicunas is, I believe, dead. He was a Lithuanian who 
secured his training as an engineer in the U.S.A. He returned to his 
own country shortly before World War II to help her to prepare 
for the storm which he saw was coming. When I last heard from him 
he was a lieutenant-colonel in the Lithuanian Air Force. His wife, 
who had been an actress of distinction on the Paris stage, was also 
doing work of public organisation in Lithuania. They were the kind 
of patriotic people who would have been the first targets of Communist 
hatred and liquidation when the Russians occupied the Baltic States. 
They have disappeared. 

So I am left alone to carry on the battle. And it is a battle for 
many reasons. 

First, few people are fully prepared to admit that formal organisa- 
tion is of importance. They point out that however carefully higher 
authority may prescribe duties and responsibilities and relationships, 
people are obstinately pertinacious in making their own arrangements. 
Any group of people who are accustomed to working together will 
have all kinds of understandings and habits and attitudes which ignore 
if they do not actually conflict with the formal pattern. 

A may be the official manager nominally in charge of a department 
or B the foreman nominally supervising a group. But what actually 
happens in that department or group may, in fact, depend very little 
on what A or B say or do. The real as opposed to the nominal leader- 
ship of either group will be found to vest in C or D who hold no 
official position, but who, in fact, are the people whose words and 
attitudes determine the group’s behaviour. 

As Paterson has pointed out, this informal] leadership is often split. 
That is to say, C may be the member of the group for whose judgement 
or opinion the other members wait: there is a subconscious dependence 
on his summary of any situation. But B may be the individual whom 
they usually follow when it comes to translating this opinion into 
action. C and D are not at all times the same individuals even for 
the same group.' Probably the less formalising of decisions there is, 
the more happily and spontaneously the group will adopt them as its 
own collective will and the more effective will be its joint action. 


1 T. T. Paterson. Morale in War and Work, London, Max Parrish, 1955. 
7* 101 
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Authoritarianism, overt superior-subordinate relationships, breed their 
own reactions. 

In Great Britain the inclination to ignore or to minimise the 
importance of formal organisation is a deep-seated tradition. We 
are at the same time extremely accommodating and tolerant towards 
individual eccentricity and exceptionally law-abiding. But our respect 
for the law is firmly founded on our belief that the law at any given 
time fairly represents the sentiments of the community as interpreted 
by selected and highly-trained individuals. It is avowedly case-law, 
i.e. law built up out of living, constantly refined from the first faulty 
work of those who draft any regulation by repeated interpretations in 
the courts. This keeps it in touch with the reality of our social life 
from stage to stage of its development. 

At the same time, provided he does not do unreasonable violence 
to our social sentiments, we are disposed to allow considerable latitude 
to the individual to live his life in his own way. We place a high value 
on this liberty. The late Philip Guedalla, commenting on the fall of 
France in 1940, wrote: 

“In those summer weeks (the English race) were braced by 
something more than adversity. For they had always valued their 
privacy. Their garden walls were higher, their railway compart- 
ments smaller than those of other people ; and when all Continental 
aid fell away from them, they were inwardly sustained by a strange, 
consoling feeling that they had got the war to themselves. There 
were no more foreign complications now and they could trust 
themselves to do whatever had to be done.”? 

A much more recent book says, of an earlier period : 

“The English were not any good at religious persecution. The 
best thing about the Restoration was its clemency: it stood out 
as an anomaly in that cruel age. Never was there a Counter-Revolu- 
tion that shed so little blood.”* 

There is unquestionably in us a profound scepticism as to the 
ability of any human being to legislate intelligently or intelligibly 
even for his own little day and an equally profound determination to 
allow succeeding heirs to authority the maximum elasticity to adjust 
arrangements to meet the changed circumstances and evolving social 
sentiments of their time. These notions are accompanied by a respect 
for group opinion and the often inarticulate feelings of those under 
authority, which has little sympathy for people who try to guide collec- 
tive action by ignoring these feelings and by allowing the weight of 


2 Philip Guedalla, Mr. Churchill—a Portrait, London. Hodder & Stoughton, 
1941. p. 303. 


3A. L. Rowse, The Early Churchills, London, Macmillan, 1956, p. 57. 


THE SPAN OF CONTROL 103 


rank or position to do duty for understanding. We are predisposed to 
accept the view that the man who has to ‘pull rank’ is telling the 
world that he hasn’t got what rank takes. 

It is not surprising therefore that we have, in matters of govern- 
ment, refused throughout our history to be bound by the terms of a 
written constitution. Nor, since peoples reflect their political traditions 
in other forms of institution, is it strange if we are cagey and 
Suspicious about modern ideas of business organisation with their 
charts and manuals and detailed specifications of duties. 

All the same, and making full allowance for these attitudes about 
the limitations of human ability which I largely share, I believe that 
when it comes to executive as opposed to ‘ political’ action, and 
particularly in modern business, men and women are on the whole 
happier if the structure of formal authority is clearly defined and, 
preferably, laid down in writing. 

I believe this for a variety of reasons: 

(i) Because business enterprises are organisations with an 
executive purpose. They exist primarily, not to decide what is to 
be done—a ‘ political’ process—but, to do what has been decided 
as effectively and as economically as possible. Their primary 
purpose is not to make those who work in them satisfied, though 
it is increasingly recognised that unless their collaborators are satis- 
fied, collaboration will be ineffective: they will do poor work. 
Their primary purpose is ‘to create a customer ’.* In other words, 
they exist to render a service to consumers and the general nature 
of that service is already determined by the categories of goods 
and/or services they have been established to make and/or distri- 
bute. In other words, their central ‘ political’ purpose has been 
determined in advance and endorsed by their collaborators through 
the act of accepting employment with them. 

It is this fact which renders thinking with reference to them by 
analogy with ‘ political’ forms of democratic government mislead- 
ing and dangerous. A business much more closely resembles, not 
the government of a country, but a single department of such a 
government with an assigned task. And it is a recognised principle 
of our form of democracy that those employed by such depart- 
ments, established civil servants, should take no overt part in 
politics. 

The dream that every business should be a kind of pocket 
democracy controlled by those who work in it, is an unrealistic and 


4 Peter F. Drucker. The Practice of Management, New York, Harper and 
Bros.. 1954. and London, Heinemann, 1955, p. 37. 
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illogical dream. Those who work in it have by no means the first 
claim to control it. In a free economy it is its customers who have 
the first claim. It is like a ship, and whoever thought of appoint- 
ing the captain of a ship by the ballots of the crew? And if anyone 
did, what about the passengers? Have they no rights, as good 
democrats? Imagine the captain calling a committee meeting in 
the forecastle every time he wanted to change course. Insurance 
rates would soar. 

Just like navigating a ship, conducting a business is today a 
highly technical job. And as David Lilienthal has reminded us, 
if you start mixing up technology and ‘politics’ you are lost. 
‘Once politics enters, the entire edifice of a structure built upon 
expert skills becomes unsafe. . . . The whole enterprise would be 
infected by half-technical, half-political judgements. . . . Public 
confidence in its integrity would soon fade. ... Facts and experi- 
enced judgement, not political views, are the foundation of depend- 
able technical decisions and action. . . . There are all kinds of 
politics ; administrators and experts must see to it that they keep 
out of all varieties.” 

(ii) In an executive job where many persons are collaborating 
in a concrete task timing is of outstanding importance. The simplest 
example is a tug-of-war team. Even with so primitive an operation 
—eight men pulling together on a rope—it is impossible to achieve 
unity, unless there is a leader. Somebody has to make it his business 
to set the time so as to secure a united pull, he has to determine 
the rhythm of effort. 

It is the same, only more so, with all tasks requiring synchron- 
ised effort from a number of persons. Little will be accomplished, 
much less than is possible, unless the attack on his part of the 
task by each individual is part of an orderly system. There is an 
old Latin tag ‘ ubi ordo deficit, nulla virtus sufficit’ which may be 
freely translated—‘ No high quality avails where the rule of order 
fails.’ 

(iii) This obvious need is daily becoming more imperative with 
our increasing use of power-driven machinery. A modern factory 
is not merely a workshop, a shelter in which individuals exercise 
their skills and in which the machines are merely an extension of 
the old hand-tools to be used at each individual’s discretion. It is 
or should be in itself a single integrated machine, in which no 
individual as such is of outstanding importance. It is the logic of 
the overall plan and the success with which individual efforts are 


5 David E. Lilienthal. 7.V.A—Democracy on the March, Penguin Books, 
London, 1944, pp. 154, 158. 159. 
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integrated into it which are of increasing significance. Linear pro- 
gramming and so-called ‘automation’ are merely extensions of 
this underlying principle. 

It is an obvious characteristic of such a method of working that 
it postulates a progressively more intricate social discipline. By 
discipline 1 don’t mean a more autocratic control. Discipline was 
defined by the late Lord Tweedsmuir (John Buchan) as ‘ organized 
self-control’. All I mean is that there should be an increasing 
awareness of the significance and importance of teamwork and a 
decreasing emphasis on individual skill or individual foibles. The 
skill essential in highly-mechanised production is skill in the integra- 
tion of many tasks and in timing, not skill in the performance of 
isolated tasks. 

(iv) Where the logic of events, what my old friend Mary Parker 
Follett called ‘the law of the situation’, so manifestly demands a 
high degree of detailed direction, I believe that men and women 
become frustrated and unhappy if it is lacking or defective. They 
feel] that the job is not going so well as it should, that their skill 
and their effort is being rendered ineffective through no fault of 
their own, but for lack of ordinary administrative ability on the part 
of those responsible. Morale suffers accordingly. 

While it is perhaps questionable whether there is such a thing 
as an ‘instinct of workmanship’, there is certainly a social instinct 
which reacts sharply against manifest failure to direct social effort 
so as to secure a Satisfactory result. 

As Chester Barnard has pointed out: 

‘ Positively, decision is necessary to get the right things done at 
the right time and to prevent erroneous action. Negatively, 
failure to decide undoubtedly creates an exceedingly destructive 
condition in organized effort. For delay either to direct or to 
approve or disapprove, that is, mere suspense, checks the 
decisiveness of others, introduces indecisiveness or lethargy 
throughout the whole process of co-operation, and thus restricts 
experiment, experience and adaptation to changing conditions.’* 
(v) Organisation, like Nature, abhors a vacuum. Where an 

obvious need of formal organisation is not filled the space does not 
remain empty. Men and women fill it up with every variety of 
aberration, like the man in the scriptures whose ‘ house was swept 
and garnished’. This was pointed out a good many years ago by 
Messrs. J. D. Mooney and A. C. Reiley. the first authors to give 
us a full-length study of comparative organisation : 


® Chester I. Barnard. ‘The Nature of Leadership’, in Organization and 
Management, Cambridge, Mass., Harvard University Press. 1949. p. 94. 


106 L. F. URWICK 


‘How often do we hear it said of business institutions that 
their organizations are all “shot through” with politics... . 
Such conditions, when they exist .. . are really due to inattention 
on the part of management to the necessities of formal organiza- 
tion and the application of its principles... . The... type of 
management, which regards the exact definition of every job 
and every function, in relation to other jobs and functions, as 
of first importance, may sometimes appear excessively formalistic, 
but in its results it is justified by all business experience.’ 

Let us by all means recognise that formal organisation is often 
badly off the beam. It sometimes bears little or no relation to the 
informal organisation and leadership of the group concerned which, 
in such circumstances, are the major determinants of attitudes and 
actions. But to say this is not to excuse the undertaking the obliga- 
tion of setting up a formal structure of authority and responsibility. 
It is merely to emphasise that those manning positions in that structure 
have failed in the dynamic portion of their task. They have not clothed 
the skeleton of their official relationships with the flesh and nerves 
of inspiring leadership. 

We tend terribly to confuse two quite separate concepts—authority 
and power. We talk of a government ‘coming into power” when we 
mean nothing of the sort. We mean that under our constitution it has 
assumed authority—‘ the formal right to require action of others’. 
Whether it can translate that authority into power—‘the ability to 
make things happen’, depends on the degree to which it can add 
effective leadership to that formal authority. Power is not a logical 
or necessary concomitant of authority, save in so far as authority 
confers the right to impose sanctions and hence yields such limited 
and negative power as fear can generate. Power which is positive and 
creative can only be added to authority by leadership. 

Where this occurs the formal and informal organisations of any 
group begin to approximate to each other. They are seldom absolutely 
identical. But the formal leader probably has his finger on the pulse 
of the group. He is informed about its informal organisation and on 
terms of friendly intercourse with its informal leaders. Far from 
resenting them or their unofficial influence, he knows just how to use 
it to facilitate the working of the formal structure and does so use it 
constantly. 

In other words, the correct attitude towards informal organisation 
is not to try to bribe it into acquiescence by weakening on formal 


7J. D. Mooney and A. C. Reiley, Onward Industry, New York, Harper and 
Bros.. 1931, pp. 56, 57. 
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organisation. That is likely to make confusion worse confounded. It 
is so to strengthen and to streamline one’s formal organisation that 
those in positions of authority have plenty of time for personal contacts. 
Then they are in a position both to study the informal organisation 
and to build up informed and constructive relationships with those 
occupying ‘ key ’ positions in it. 

A second major difficulty in persuading people to accept and to 
act upon principles of formal organisation is that it is virtually im- 
possible to prove their validity by empirical tests. The science of 
individual human behaviour which we call Psychology is still very 
young as an inductive science. It will probably be another century 
before our knowledge of the bio-chemistry of the human nervous 
system is sufficiently exact to provide an adequate physical foundation 
for an exact study of individual behaviour. The possibility of an exact 
science of human group behaviour is much more remote. 

All we can say at present is that these ‘ principles’ are useful and 
reasonable approximations, reasonable in that a good logical case can 
be made out for them and useful in that where they have been applied 
in practice as instruments of diagnosis or methods of treatment they 
have worked. Our techniques for studying group situations have not 
yet reached the point at which it is possible to repeat experiments 
under standardised conditions or to isolate a particular factor and to 
correlate it with a particular effect. 

The principle of the span of control is really very simple. It states 
that if their work interlocks the number of subordinates whom a 
superior can supervise directly and effectively is very limited. probably 
not more than five. And on the whole and as a supplementary rule— 
the higher the fewer. The clause ‘if their work interlocks ’ is important. 
The whole logical basis of this principle is that where a superior is 
supervising a number of people whose jobs criss-cross and impinge 
on each other, what he has got to take into account in every decision 
is not only the individuals but the relationships between them. The 
individuals, and hence his capacity to delegate work, increase only 
by arithmetical progression: if he adds one to five he increases his 
power of delegation by 20 per cent. But the relationships increase 
by geometrical progression. Adding one to five he increases the 
number of relationships he must bear in mind by over 100 per cent.— 
from round 100 to some 230. He is setting himself a very complex 
task. beyond his span of attention. 

Where subordinates’ work does not interlock, i.e. they are separate 
and isolated units, direct supervision of much larger numbers may 
be possible and convenient. The superior has no cross-relations to 
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bother with. At one stage a Director of Unilever was supervising quite 
happily some forty subsidiary companies. They were all in different 
countries and did not impinge on each other in any way. They supplied 
him with standard figures weekly and monthly. An assistant examined 
them first and called his attention to deviations from budget. He had 
to do quite a spot of travelling to maintain personal contact. Every 
now and then he had a headache over a replacement of staff. But on 
the whole his job was a reasonable one. 

The same consideration holds good at the bottom where the super- 
vised are operatives engaged on independent tasks. Though even here 
I am inclined to suspect that better results would accrue in many 
instances if more personal access to an immediate supervisor, such 
as a working charge-hand, were provided. The foreman with forty 
or more workers directly responsible to him has too much to do to 
look after them properly as individuals. 

In my personal experience this principle has been applied dozens 
of times in situations where there were symptoms of mal-organisation 
—muddle, confusion, superiors who could not keep up with their 
jobs. Many solutions are possible such as relieving a supervisor of 
one or more surplus units and assigning them elsewhere. This, of 
course, is always resisted. Another device is to appoint an assistant 
and give him, say, five out of ten subordinate units to supervise direct. 
In every instance relief has resulted. More than one excellent manager 
has been saved from running himself into the ground, or out of a job, 
just because he did not understand that there are limits to human 
time and capacity. Some people collect subordinates like an Indian 
collects scalps and mismanage the lot of them because there are too 
many of them. 

That is the real difficulty of this principle of the span of control. 
It cuts right across the tactful amassing of power and prestige usually 
described as ‘ empire-building’. This in its less undesirable forms is 
a fairly harmless passion for collecting unofficial symbols of status. 
Probably the bluntest exposition of this tendency which has ever been 
penned came from an American military writer a few years ago. As 
some of you may know, the principle of the span of control was 
first identified in armies. I discovered the first clear statement of it 
in a book published just after World War I by the late General Sir 
Tan Hamilton.*® 

Major General Otto Nelson, U.S. Army, in his National Security 
and the General Staff, has written: 

“In military organizations it has been determined by experience 


§ General Sir Jan Hamilton. The Soul and Body of an Army, London, 
Edward Arnold & Co., 1921, p. 229. 
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that the maximum number of subordinates a commander can deal 
with personally, supervise and control is limited. . . . This tendency 
is tenaciously resisted by a proclivity that can be designated as “ pride 
of place” for lack of a better term. “ Pride of place” has usually 
won out in time of peace resulting in far more individuals reporting 
to one man that he could control. Where there are ambitious 
subordinates, soft-hearted commanders and complaisance character- 
istic of peace-time, “pride of place” flourishes. The awakening 
always comes but usually not until war or other emergency threatens. 

Then serious incidents in the form of grave errors, neglects or delays 

forcibly remind commanders of the limitations imposed on them 

by the “ span of control ”.’® 
His definition of ‘ pride of place’ is also worth noting: 

“It includes all those forces which have persistently tended to 
prevent a lengthening of the Chain of Command in the Army and 
War Department and even to shorten it. Both senior and junior 
officers are generally impatient of delays incident to going through 
channels. Juniors whenever possible like to deal directly with the 
highest authority. Officers heading organisational entities resent 
being placed far down in the chain of command. In all sorts of 
ways “pride of place” exerts a dynamic force and it is a rare 
organizational entity in the War Department and the Army, the 
chief of which, if given the opportunity, does not try to climb higher 
on the organizational ladder.’?® 
One could not ask for a franker statement that a principle of 

organisation known to be sound is frequently abandoned under 
personal pressures of all kinds from ambition, through impatience 
with proper procedure, to status hunting. But competitive business 
knows no peace-time: it is always at war. Can it afford these luxuries? 

A second difficulty encountered in understanding this principle is 
that many instances are quoted of its infringement by industrial 
executives or others without apparent harm. 

Paterson cites an instance of an Air Force Headquarters in World 
War II where the commander had twelve or more people reporting 
directly to him. A British Infantry Division in World War I had some 
eighteen subordinates with the right of direct access to the Major- 
General commanding. In almost all such cases it will be found that 
the effective span of control is much narrower than the nominal span 
of control. This is achieved by the use of the device of a subordinate 
or subordinates in a ‘general staff’ relation to the commander. That 

® Major General Otto L. Nelson, National Security and the General Staff. 


Washington, Infantry Journal Press, 1946. 
10 bid. 
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is to say, the subordinate in question is treated as an extension of the 
commander’s personality and actually relieves him of much of the 
detail of commanding. An Adjutant is in a ‘ general staff’ relation to 
his Colonel, though not described as a staff officer. 

It may be asked how this relationship works since many of a 
commander’s other subordinates are superior in rank (status) to his 
staff officer or officers. How then can the staff order them about? 
Will they not insist on seeing the commander? The answer is ‘ Yes’ 
and ‘No’. For instance, all the eighteen subordinates in a British 
Division had the right to demand to see the General. Their status and 
the independence of their function were thus safeguarded. But with 
a General who knew his business they would get short shrift if they 
had not first taken up any routine matter with the appropriate staff 
officer. 

This enabled staff officers who knew their business to relieve their 
commanders of much of the detail of co-ordination. They could antici- 
pate friction between his subordinates and thus iron out questions 
likely to lead to dispute before orders were issued. They also relieved 
their commander of 19/20ths of his paper work. It was clearly 
recognised, however, that they had no authority personally. Any 
orders they might issue were on the commander’s responsibility, even 
if he had never seen the document in question. Since almost all a 
commander’s immediate subordinates, line and specialists, had similar 
assistants in a ‘ general staff’ relation to themselves, the lion’s share 
of the detail of administration was, as it were, siphoned off and dealt 
with at this secondary level. A staff officer in a few minutes a day 
could inform his commander verbally about any items which had 
arisen about which he wished to be informed. 

The general staff officer’s position is admittedly a delicate one. 
The device has evolved gradually from the embryo of the ADC or 
Galloper—a purely personal appointment by the General or officers 
who, before the days of modern communications, conveyed his orders 
by word of mouth or message to different parts of the army. Since 
the principal qualifications for this job were courage, hard riding and 
agreeable manners, the ADC tended to acquire a certain contempt 
as the General’s ‘ blue-eyed boy’ or the General’s wife’s man-of-all- 
work. Intelligence was not a quality popularly associated with this 
position. 

A book published towards the end of the eighteenth century, 
Advice to Officers of the British Army, counsels the aide-de-camp: 


‘If your General keep a girl it is your duty to squire her to 
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all public places and to make a humble third of a party at whist 

or quadrille. But be sure never to win.’!! 

The modern staff officer is a very different breed of cat. Though 
usually younger than his General’s immediate subordinates he: 

(a) is appointed officially, not personally ; 

(b) has been selected as an officer who has done notably good work 

in the line ; 

(c) is a man of proved intelligence who has been specially trained 

for the job ; 

(d) is on his way up: the general staff is the nursery of Generals. 

He has therefore everything to lose by having rows with his 
General’s subordinates. But, despite these advantages, it has taken 
the armies of the world over a century to work out this organisational 
device and countless blunders have been made on the way. 

Business has yet made little use of officials in a ‘ general staff’ 
capacity. Most ‘assistants to’ high executives seem to be in the 
aide-de-camp, personal appointment stage of evolution. Where more 
is attempted there seems to be a tendency to repeat the mistakes 
made by the armies all over again. 

In this matter business labours under a handicap as compared 
with the fighting services. The evolution of our ideas about business 
organisation has not yet reached the stage of sophistication when we 
distinguish between status and function by the device of rank. This 
does not mean that business men are less sensitive about status than 
soldiers or sailors. Far from it. Because their status is not defined 
officially they are far more sensitive about those petty symbols which 
mark unofficially an employee’s standing vis-a-vis his fellows. They 
are usually physical symbols. 

As one writer has expressed it—‘ Push your desk two inches out 
of line with all the other desks and you are a senior clerk: set it at 
right angles to the line and you become a supervisor: but if you can 
secure two yards of red Turkey carpet and a telephone, you are an 
executive.’!? 

This makes the introduction of any form of ‘ general staff’ assistant 
much more difficult. His colleagues who are his seniors and who are 
not in such close physical contact with the chief resent it. They suspect 
him of ‘ playing for position’. They become jealous of the fact that 
he presumably knows more of the top secrets of the business than 
they do. Against these ignoble sentiments which lead them to develop 
feelings of assertion at any communication from or with him, they 


11 Francis Grose, Advice to Officers of the British & Irish Armies, 1789. 
12 T. North Whitehead, Leadership in a Free Society, Cambridge, Harvard 
University Press, and London, Oxford University Press, 1936. 
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have none of the protection afforded the army officer by superior 
rank officially acknowledged. It is just because the tradition that 
an officer cannot issue orders to his superior in rank or seniority is 
so strong that communications signed by staff officers in the Army are, 
on the whole, so readily accepted. They must be the General’s orders. 

Thus, even when it is well and carefully done, experimenting with 
general staff relations in business is fraught with danger. As I put 
it to a Harvard audience some two or three years ago, ‘the first 
thing that always seems to happen when anyone is appointed “Assis- 
tant to” a President is that a camorra of Vice-Presidents plots an 
assassination ’. 

Nevertheless, however painful the trials and however numerous 
the errors, I believe that evolution in this direction is ‘inherently in 
line with the march of events’. The business unit is increasing in 
size, in the areas it serves and in complexity. Our civilisation grows 
more complex: the functions in which the chief must intervene 
multiply—Public Relations and Industrial Relations, to mention two 
newcomers of the last twenty years. Specialised knowledge grows in 
quantity and in the number of specialisations. Business must have it 
and use it; therefore the burden of co-ordination increases. The time 
span between decisions and their realisation in profitable trading 
lengthens ; there must be more long-period high-level planning. 

For all these reasons the load on top management has increased, 
is increasing and will continue to increase. Some device such as the 
general staff principle must be introduced or we shall lose too many 
good men from overstrain caused by trying to deal with an excessive 
span of control. 

The fact that some business leaders, with a masterly command of 
detail, seem to be ‘getting away with’ a span of control of eight 
or ten or more at the moment proves nothing, except perhaps that 
they are not exercising any real supervision over some of their sub- 
ordinates. That often happens. Men have got used to their jobs and 
have worked out a modus vivendi with colleagues. They just ‘ carry 
on’. The chief thinks he is managing the business when in fact the 
business is managing him. 

The real test of any system of organisation is its capacity to absorb 
personal changes. It is when one or more of an excessive number 
of subordinates leaves and the chief has to find and ‘run in’ a new 
man or men that the trouble comes. Often, if his span of control is 
excessive, he has either no time or some other vital activity has to be 
skimped. 

Finally, the “span of control’ is a principle of formal organisation. 
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It refers solely to subordinates for whom a manager is directly repons- 
ible, who report to him. He should and must have contact with a 
far greater number of people. It may be unnecessary to mention this. 
But a recent article in Advanced Management entitled ‘The Span of 
Control—Fact or Fable? ’!° attacked the principle on the ground that 
chief executives do have contact with much larger numbers. Of course 
they do and should. But since these ‘others’ are not directly 
responsible to them the fact has nothing to do with the validity of the 
principle. 

This has been rather a discursive talk. But as you will have noted 
the principle is one which goes right to the heart of the problem of 
organisation. The whole field is rather new. I hope at least this effort 
to beat it has put up a few ‘ hares’ which we can pursue. 


L. F. URWICK 


London 


13 Waino W. Suojanon, ‘Span of Control—Fact or Fable?’ Advanced 
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GORBALS: A STUDY IN REDEVELOPMENT 


Most people who know anything about Glasgow have heard of 
Gorbals. This district, immediately south of the city centre on the 
south bank of the river Clyde, has provided the material, or at any 
rate the inspiration, for innumerable articles, at least one famous novel, 
several plays and even a ballet—all with the same theme of squalor 
and viciousness, gang fights and crime. As the Counsel for the Glasgow 
Corporation stated at the Public Enquiry on the proposed Redevelop- 
ment Scheme, ‘ the very name Gorbals has come to epitomise all that 
is worst in living conditions not only in Glasgow or indeed in Scotland, 
but in Britain’. 

Strictly speaking, the name Gorbals applies to one of the thirty- 
seven wards of the city and it had in 1951 a population of around 
36,000. This population was crowded into a area of just over 200 
acres, which means that it was housed at an average density of 154 
persons per acre. The total population of the ward had declined by 
about one-fifth in the twenty years before 1951, and since 1951 the 
pressure of population has been relieved still further as a result of 
rehousing. Even so, Gorbals is the second most densely populated 
ward in the city. At the 1951 Census, nearly 42 per cent. of the 
population were living more than two per room; nearly two-thirds 
of the houses are of one or two rooms; less than half of them have 
a lavatory of their own and less than one in ten has a bath. 

Gorbals is soon to be rebuilt. In February 1957 the Secretary 
of State for Scotland approved the plans put forward by the Glasgow 
Corporation for the redevelopment on a comprehensive basis of about 
half the Gorbals ward and half the neighbouring ward of Hutcheson- 
town. 

The scheme itself is the biggest one of its kind so far put forward 
in the United Kingdom and is estimated to cost £13 m. The intention 
is to demolish almost everything on an area of 111 acres at present 
catering for a variety of uses and to redevelop the area primarily for 
residential purposes. Of the present population of 26,000, only about 
10,000 will be resettled in the area. Whereas the present houses are 
mainly in three- or four-storey tenements, about half the new houses 
will be provided in tall blocks of ten storeys ; the remainder will still 
be in blocks of flats up to four storeys high. Along with the reduction 
in the population the number of shops will be reduced from 444 to 
57 (although an undertaking given at the Public Enquiry on behalf of 
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the Corporation suggests that the number may be increased). The 
number of public houses will be reduced from 46 to 9, and 62 indus- 
trial concerns will eventually have to move from the area altogether. 
Although these firms are not large, sixteen of them employ about 
1,000 workers between them, and total labour force in the premises 
affected might be as much as 1,200. 

In terms of acreage and land use, the scheme will mean only a 
small increase in the area devoted to residential use from 58-6 to 62:1 
acres. There will be a saving of about ten acres at present devoted 
to roads and pavements and, of course, the expulsion of industry will 
make land available for other use. The total saved will be about 
twenty acres and this will be used to give an additional thirteen acres 
to schools, about two acres more to communal! facilities and an extra 
half an acre of open space. The tabular statement below gives a fair 
summary of the changes in land use which are intended. 


Land use Existing Planned 
Acres Acres 
Residential 58°6 62:1 
Schools 6:2 19-0 
Commercial centre — 3-4 
Shops, offices, storage and warehousing 41 29 
Community facilities (including clinic, 
library, churches, halls and cinema) 4:4 6:3 
Public open space 4:9 ae) 
Vacant land De a 
Roads and pavements 229 12:0 
Industry 79 — 


i E1122 


These figures only describe one aspect of the scheme, that of land 
use, and then only in very broad terms. They do not tell us what the 
area will look like after rebuilding. There is no doubt that it will look 
very different from the way it looks at present and will, more import- 
antly, be a very different place to live in. Nobody who has looked at the 
scheme would suggest otherwise or wish to understate the enterprise 
and courage of the Corporation in undertaking this experiment. But 
it is essential for understanding the rest of this paper to appreciate 
what kind of change in the character of the area is intended. The 
figures of land use do not suggest that the change will be enormous. 
The development scheme is not a plan, for example, to clear away 
an area of derelict industrial property and redevelop it for housing or 
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to clear away slums to make way for a commercial centre. It is a con- 
siderable oversimplification, but not a serious distortion of the facts, to 
say that the intention is to demolish a housing area comprising half a 
city ward and, after eliminating industry to allow more space for 
schools, to renew everything on something like the old pattern. 


The question naturally is, why? The Survey Report issued by 
the Corporation, the evidence offered at the Public Enquiry and the 
reports of general discussion inside and outside the Corporation show 
three different reasons. First of all, the houses in the area are poor 
and badly equipped; secondly, the area is one of poor layout and 
amenities ; and thirdly, it would not be unfair to say that the area 
is being pulled down because of its reputation. These points will be 
dealt with in turn in the following paragraphs before any attempt is 
made to assess the scheme as a whole. 


Firstly, the houses themselves and their layout. They are built in 
four-storey tenements in what the planners call ‘ hollow-squares based 
on a road pattern that is basically a rigid grid’. The “ hollow-square ’ 
simply means that a whole tenement block forms a continuous wall 
surrounding a central court. The tenements are built of dressed stone 
and are roofed in slate. Most of them were built between 1850 and 
1890. The individual houses are approached by inside stone staircases 
and there are from eight to thirteen separate houses opening on to 
each staircase, depending upon the design of the building. There might 
be, for example, on each side of a landing two one-roomed houses or 
a single two-roomed house, each room having one window either on 
to the street or on to the back court. Between the two pairs of one- 
roomed houses (or between the two two-roomed houses) there is often 
another single-roomed house, as it were on the landing of the stairs. 
The house in this position generally faces on to the street as the 
stairway takes a double turn and returns to the front of the building 
on each floor. This two-one-two pattern is quite common and the 
layout on each floor resembles a capital E with the staircase rising 
at the end of the short middle arm. The staircases themselves are apt 
to be cold and dark and, since they are for common use and in 
property which does not pay for repairing, they are often damp and 
rather uncared for. The insides of the houses themselves vary a great 
deal as far as condition is concerned. The typical one-roomed house, 
known as a ‘single-end’, was fitted with a sink and running water, a 
black cast-iron grate with oven for heating and cooking and a bed 
recess behind the door leading to the staircase, though, as discussed 
later, many householders have carried out adaptations themselves to 
make the houses more comfortable. The lavatory is usually on the 
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Staircase and there is normally one for each landing. There is not a 
great deal of woodwork in the main structure of the tenement block 
but inside the houses themselves there is no doubt some decay in 
window frames, sometimes in floors, and quite often in roof timbers. 
According to the survey of condition of property presented at the 
Public Enquiry, something like 90 per cent. of houses were stated to 
be unacceptable from the point of view of sanitary provision, or struc- 
tural condition, or both. This feature will be referred to again later 


The area as a whole is very much like many other parts of 
Glasgow, congested and rather grey and dull, without playgrounds or 
much open space available for public use and with an occasional scrap 
yard or untidy storage yard mixed up with the houses. 


The scheme presented by the Corporation to rebuild this area 
was approved by the Secretary of State for Scotland in February 
without modification although the representatives of the Corporation 
gave an undertaking at the Public Enquiry to consider minor modifica- 
tion of the plan regarding the number of shops to be provided. The 
main scheme, however, which will displace all the industry, two-thirds 
of the population, and rebuild the area for the remainder, still stands 
and is likely to be carried through. On its own, it is an important 
and impressive scheme, but looked at as the model for future re- 
development in Glasgow it deserves even closer consideration. 


The number of additional houses needed to accommodate Glas- 
gow’s population at modern standards has been estimated at from 
100.000 to 135,000. The present number of houses in the city is about 
300,000, of which 100,000 are fairly new houses built by the Corpora- 
tion itself. These estimates imply either an enormous addition to the 
stock of houses or the replacement of most of the privately owned 
houses in Glasgow. 


The site on which Glasgow is built offers little possibility for 
expansion and most of the building sites within the city limits have 
already been built up. The two new towns of East Kilbride and 
Cumbernauld will make a contribution to Glasgow’s housing problem 
equal to about 20.000 houses, but within the city itself attention will 
more and more be concerned with redevelopment. The Gorbals 
scheme as the first instalment of this redevelopment represents the 
turning point in housing policy. Instead of concentrating on the 
provision of new houses because of an absolute shortage, policy now 
turns towards the renewal of houses which are not up to standard. 
Looked at in this way, what can one say about the scheme and the 
policy which it represents? 


8* 
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THE REDEVELOPMENT AREA 


The first thing that comes to light when one examines the scheme 
is that it does not cover the whole of Gorbals. As explained already, 
the name Gorbals properly applies to a ward of the city, but in general 
conversations Gorbals, or more often The Gorbals, means something 
else. The name is usually applied to a particular part of the Gorbals 
ward. It refers to a smaller area near the centre of the ward, and 
those who know Glasgow will recognise the names Nicholson Street, 
Abbotsford Place. Gorbals Cross, and so on. This is the area to 
which the Gorbals reputation is usually applied. To the outsider it 
certainly seems that, if the reputation has any foundation in fact, it is 
to this area rather than to the rest of the ward that it more properly 
belongs. 


It is clear from the make-up of the population, from the types 
of shops and so on, that the district round Gorbals Cross has been 
for some time a reception area for new groups coming to the city. 
The area has received in turn Jews, Irish, Poles, and more recently 
Indians, Pakistanis and to a smaller extent, Jamaicans. Those who 
have failed to make good out of each new batch have stayed to swell the 
native population. Against this picture of a shifting population. a 
survey of households in the area scheduled for redevelopment showed 
that 45 per cent. had been in that precise area for over ten years, 
25 per cent. over twenty years, and one in eight had been more than 
thirty years in the area. The R.S.P.C.C. and other social agencies 
report that, though the Gorbals ward as such figures in their reports. 
the largest proportion of their problem cases comes from the smaller 
area round Gorbals Cross. This smaller area is really a decayed 
middle-class district of converted large houses. whereas the area 
scheduled for redevelopment was developed for a normal working-class 
population. The survey showed that more than half the present labour 
force in the area is employed in skilled trades. Forty per cent. of the men 
had been with their present firms for over five years: less than one 
in six were doing jobs classifiable as unskilled. In other words, the 
area houses a stable and respectable working-class population. 


Now it is widely accepted in Glasgow that whatever minor adjust- 
ments might be made in priorities between different areas of the city 
no Corporation of Glasgow. whatever its composition, could talk 
about developing Glasgow without tackling the Gorbals first. There 
had to be a Gorbals Redevelopment Scheme and the reputation which 
the Gorbals has earned was no doubt one of the reasons why the scheme 
was put forward first and as a comprehensive plan. It is interesting 
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therefore to note that not only does the present scheme not cover the 
whole of the Gorbals ward but that it does not include any of the 
smaller area which has just been described and which is the one to 


which the Gorbals reputation most properly belongs, if it belongs 
anywhere. 


This is not a mere debating point. Granted that the condition of 
property in the scheduled area is bad (and we must for the time 
being accept the official finding on this aspect of the scheme) it has 
not been shown that the area to be rebuilt offered the worst or the 
most urgent problems among the various areas of Glasgow. It may 
be that memories of ‘ No Mean City ’, ‘ The Gorbals Story ’, ‘ Miracle 
in the Gorbals’, and the rest dictated that there had to be a Gorbals 
plan, but there is no very close relation between the site which is being 
developed and the site which gave rise to the reputation. 


THE ECONOMICS OF THE SCHEME 


The question which next springs to mind is one of cost. At a 
total cost of £13 m. (which excludes any special payment for disturb- 
ance of present occupiers) the scheme represents an average cost of 
£3.500 for each household to be accommodated in the area when it is 
rebuilt. About a third of the rebuilt houses will still be of one or 
two rooms and at this price seem to be very expensive indeed. Two- 
thirds of the population will have to be rehoused elsewhere, and since 
the scheme expressly excludes the readmission of large households 
(of six persons or more) this too is likely to be more than normally 
expensive. A reasonable estimate might be £2,500 each for 4,000 
households, making another £10m. The total of £23m. gives an 
expenditure of something like £3,000 for every household involved. 

Of course, all the work to be carried out for the £13 m. of the 
redevelopment scheme is not directly on behalf of the 10.000 popula- 
tion who will live there. There will be improvements to the road 
system which helps to serve the rest of the city. On the other hand, 
the spending which will be undertaken by the local authority does 
not represent the total expense. Displaced commercial and industrial 
premises will have to be rebuilt elsewhere: the new housing estates 
which will take the overspill population will need other buildings in 
addition to those erected by the Corporation: private householders 
will have to renew a large proportion of their own capital or add to 
what they have, and so on. 

In a situation of rapidly rising income, this kind of development 
might not seem extravagant. In the present circumstances, however, 
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and quite apart from the local authority’s own financial problems, it 
is not a policy to be accepted easily. 

No one can say what the demand will be for the new flats in the 
Gorbals or how much of the demand will come from the section of 
the population for whom the scheme is planned. Looking at other 
parts of Glasgow, however, there are signs already that the Corpora- 
tion might be over-reaching itself in trying to provide everybody with 
the best. Last year, for example, about 700 Glasgow households 
which had earned the requisite number of points (by being over- 
crowded, etc.) to entitle them to a Corporation house, chose to ex- 
change the house for privately owned accommodation usually only very 
slightly better than that which they were leaving. Similarly, 700 other 
households were able to jump the housing queue by as much as five 
years and received a Corporation house ahead of their turn, in return 
for putting their own rented accommodation into the pool. Two 
hundred of these mutual exchanges were carried through without the 
original applicant even taking up the tenancy of the Corporation 
house. In other words, these applicants handed over their quota of 
points to someone else who could offer them a slightly better house 
than the one they were in. This is not intended as a criticism of house- 
letting policy ; indeed, it seems to be an admirable arrangement. But 
it does suggest that for many households the change from slum 
property to a new Corporation house is too big a change to make at 
one step. The people for whom the houses were built did not want 
them even at subsidised rents. 

This is the situation at present when the Corporation not only 
supplies the houses but, to some extent, directs the demand too. If 
there were a free market in rented properties, even at present rent 
levels, the ways in which people would choose to spend their income 
might be very different from the present pattern and there would be 
many more exchanges. If rents were decided by a free market as well, 
there is literally no knowing what the demand would be for particular 
types of houses, at particular rent levels. A completely free market is 
unlikely in the near future but a general increase in rents is almost 
certain. Such a rise will tend to increase the number of Corporation 
houses offered in exchange so long as private accommodation is 
relatively cheaper. No matter how money is raised and what devices 
are employed the ultimate test of the kind of housing which a city 
can afford is in the price which people are willing to pay for it. 

Against such a background, an expenditure of £13 m. is a large 
amount even for a city as big as Glasgow. If this expenditure were 
to be undertaken to solve a unique problem in one operation it might 
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be more readily acceptable. But where it represents the first instalment 
of a policy which, far from eliminating an absolute shortage of houses, 
aggravates the shortage by producing an overspill population, it merits 
second thoughts. 

This is the housing side of the operation. But there are other 
considerations concerned with the wider economics of the policy. 
Corporation planning policy imposes economic burdens on other land 
users and these are sometimes found to be heavier than expected. For 
instance, shopkeepers in the new housing estates (some of them large 
and wealthy firms) are already asking for a reduction in the rents they 
pay to the Corporation even though they themselves offered these 
rents when the tenancies of the various shops were put up for auction. 
The relatively scattered development in some of the housing schemes 
means that shoppers have a long way to walk and the shops are 
proving not to be as profitable as was expected. Householders are 
being served by travelling vans which are much less costly to operate. 
Unless the Corporation is prepared to subsidise the running of shops 
so that they can be scattered in uneconomically large numbers through- 
out the housing estates this kind of service is likely to continue. There 
is perhaps no reason why it should not continue and there may even 
be reasons why it should be encouraged. But it shows that a decision 
by the Corporation on a particular kind of housing development 
imposes certain conditions on the conduct of commercial life too, and 
that unless the social and commercial needs of the area have been 
carefully examined the conditions may not be acceptable to commercial 
enterprise. 

This does not mean in the example given that the housing estates 
will be without shops (though they are without cinemas, to take 
another example) but simply that the estates will not be serviced in 
the way planned by the Corporation on the basis of its own econo- 
mics. Opponents of the policy might say that the private individual 
and commercial enterprise could not afford to match the extravagance 
of the Corporation. To make a scheme workable. everybody concerned, 
and not only the Corporation, has to be able to afford it. 

In the same way, the Gorbals type of redevelopment may meet 
difficulties if it is carried out on a simple arithmetical relation of 
persons to houses and houses to shops without taking into account 
either the economics of the policy or a re-examination of what lies 
behind the various indices and concepts used by the planners. 


THE USE OF INDICES 


This leads naturally to the third and final subject in this analysis: 
the indices and the formulae employed in the planning of the scheme. 
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Two questions can be asked. The first is whether the indices mean 
what we think they mean. The people in the area are at present living 
at a net density of over 450 persons per acre. The reduced population 
will be living in the new area at a net density of 164 persons per acre. 
The first figure is obviously very much larger than the second and 
since high density living is associated both in popular understanding 
and in fact with various indices of unsatisfactory living conditions the 
deduction is that conditions in the first situation are very much worse 
than in the second. This is sensible enough. But are conditions in the 
first situation intolerable? And are they intolerable because of density 
or of something which cannot be separated from high density living? 
And is the reduction from 450 to 164 the minimum reduction which 
can be made to produce satisfactory living conditions; or the best 
balance between the present 450 persons per acre and the traditional 
40 or 50 persons per acre of the inter-war housing estates? Whether 
a particular density represents tolerable or comfortable living condi- 
tions depends upon all sorts of things. The density of 164 persons per 
acre intended in the new scheme would represent intolerable conditions 
in many circumstances ; there are probably areas elsewhere in Britain 
occupied at densities very much below that figure and scheduled for 
redevelopment. With well-planned buildings of several storeys, living 
at such densities becomes not only tolerable but pleasant, as the new 
plan shows. One may therefore ask whether adaptations could not be 
made to improve conditions sufficiently in the present area at some- 
thing less than the cost of tearing the whole place down. 


All kinds of changes have taken place in Gorbals and places like 
it since the time when ‘No Mean City” presented a fair picture of 
life there. These changes are still continuing and others could be 
encouraged. Many of the unpleasant features of life in the Gorbals 
were the result. not of bad housing. but of poverty and lack of educa- 
tion. Life in one or two rooms is likely to be squalid for a family with 
young children who are inadequately clothed and fed, badly trained 
and often ill, and where the mother is trying to make a meal out of 
bacon bones and potatoes over an open fire in a badly ventilated 
room hung with damp washing. It is a different matter for two or 
three adults who have more efficient equipment in the home and 
sufficient income to buy in prepared food : who also have their clothes 
washed at the laundry or launderette and are able to spend their 
recreational time in cinemas and clubs. 


During a survey of what were reputed to be the two worst blocks 
in the Comprehensive Development Area it was found that nine 
households out of ten had made fairly substantial improvements to 
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the house. Less than five per cent. of houses were dirty or in a poor 
state of decoration. Almost all had been painted and papered recently 
and many had new ‘ flush doors’, ‘ wooden pelmets’ and all the usual 
adaptations of the keen ‘do it yourself’ households. Most had 
replaced the old black stove in the living room by a modern unit. Some 
of the new units incorporated an oven, but in other cases the new 
unit was of the sitting room tiled fireplace type and in other cases 
cooking was done on a free-standing electric or gas cooker. In some 
cases the housewife made it clear that the room was furnished and 
used mainly as a sitting room and that cooking was deliberately kept 
to a minimum. In other words, the people in this block had adapted 
themselves to a kind of living which fitted in very well with the condi- 
tions of the time and the area in which they lived. Though some 
of their new activities may have been taken up in the first place as 
a substitute for the ‘ real thing’ it is more than likely that the substitute 
would now be preferred. The laundrette, for example, which is a shop 
equipped with modern washing machines and dryers, might be regarded 
as a poor substitute for a washing machine of one’s own. The women 
who use this service rather than the Corporation wash-houses appear 
to enjoy the informal club atmosphere while they are waiting for 
their laundry, which suggests that they have accepted the service on 
its own merits. There is a lot to be said in favour of such a service in 
terms of economics too. Not only is there a saving on the number of 
machines to be provided. since the commercial ones run more con- 
tinuously, but there is also a saving on kitchen space to store the 
washer, some saving on drying space because the laundrettes produce 
work ‘ rough dried ’, and so on. In a densely populated area laundrettes 
can be located at convenient intervals and for a housewife who is able 
to organise her work on a regular time-table they offer a service which 
is infinitely better than the alternatives available in such an area. And 
if housewives and commercial enterprise between them have found 
out how to manage without large kitchens, is there any reason why 
the resources which are available should be spent on providing 
conditions for a way of living which may be out of date? 


The use of laundrettes. of course, is only one example of the way 
in which people can and do adapt themselves to living at high densities 
in a place like the Gorbals. The increased use of prepared food and 
the installation of more comfortable equipment in the home have 
already been mentioned, but to this list might be added canteen and 
school meals which relieve the home; the fact that Glasgow pubs are 
slightly brighter and pleasanter than a few years ago and therefore 
more acceptable as ‘ respectable ’ recreation centres ; and the increased 
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use of cafés, milk bars and even betting shops as alternatives to the 
street corner congregations. No doubt there are other instances of 
the same kind which have been missed and still others which will 
arise in the future. 

Sixty per cent. of the householders interviewed said definitely that 
they did not want to leave the area. We also know from experience 
of what happens in the allocation of houses generally that if the 
remaining 40 per cent. were moved up to the top of the housing list 
now and offered houses which were becoming available a large propor- 
tion would have reasons for not accepting a move. Those who moved 
would be the households with young children. Those who stayed would 
be first of all the badly organised families which could not face up to 
the move and, secondly, the families with two, three or more earners 
who could afford to make use of commercial provision of the city 
and who in any case probably planned their activities as separate 
individuals rather than as families needing a secure background. This 
kind of selective process has been going on in several districts of 
Glasgow and there is no reason why it should not be encouraged. This 
might be done, for example, by awarding one point instead of half a 
point for each child to applicants on the housing list. Anything which 
made the new housing estates relatively more attractive to parents 
with young children would work in the same direction. Up till now 
the provision of schools on the new estates has lagged behind housing 
and Glasgow Corporation is at present spending large sums of money 
transporting children between the houses in the new areas and schools 
in the old areas. It should be possible to provide schools at the same 
time as houses. They might even be provided first and children routed 
to the new school before the household moved. This would make the 
new areas more obviously areas designed for the development of 
children and would presumably speed up the selection of households 
needing that kind of area. 


Having worked this policy to the limit one might then encourage 
the development of services in the central areas which would economise 
on the use of space both in commercial use and in the home. Sufficient 
examples have already been given to illustrate the main point. Nothing. 
however. has been said about normal shopping. Here the need is for 
shopping centres which will be able to supply day-to-day commodities 
in small quantities without the necessity for a long journey, several 
calls or wasteful waiting for service. Covered markets. in which space 
could be let off to a variety of traders making use of common facilities 
for storage, delivery routes, etc.. would concentrate shopping activity 
in a few places and make the running of the shops themselves easier 
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and more economical. They would probably also still allow room 
for the small trader who is being eliminated by the present type of 
development scheme. 


The third field is, of course, the difficult one. We are still left 
with the houses themselves. To repeat the figures for the Scheduled 
Area, less than one house in four has an internal w.c., the rest have 
the use of a w.c. situated off a common staircase—usually one between 
four houses. The roof is often in bad repair. About one-third of the 
houses have no through ventilation and this high proportion of what 
were described as ‘ back-to-back’ houses was quoted at the Public 
Enquiry as evidence in favour of the clearance scheme. These houses, 
however, have little in common with the type of house known in 
England as back-to-back. In Glasgow a pair of rooms used as two 
one-roomed houses may be classified as two back-to-back houses 
although the same rooms, if joined to form a two-roomed house 
running through a building, would be acceptable from a sanitary 
point of view. 

Obviously no layman can give a reliable opinion on the basis of 
observations but since it is intended that this article should be specula- 
tive and provocative it is worth asking the question again. Is it really 
impossible to make these buildings fit at reasonable cost if the problem 
is examined simply as a technical one and restrictions which might 
be imposed by out-of-date bye-laws and regulations are ignored? To 
the layman it certainly looks as if the roofs could be repaired, not 
for a few pounds but well within the limits of cost of the alternative 
which has been put forward. Informal enquiry of one or two people 
with the right kind of technical experience suggests that it would also 
be possible to design a free standing toilet cabinet with a shower bath 
and lavatory which could be installed easily. There is also the suggestion 
that it would be possible by using a lavatory unit which combines 
chemical and cesspool treatment with water flushing to increase the 
number of units on the existing sewage system without a corresponding 
increase in the load on the pipes. This would not be a makeshift or 
primitive affair but a sound and efficient piece of equipment. If such 
a unit had to be fitted on an inside wall forced ventilation would be 
necessary, but this is no great obstacle and so long as ventilation is 
possible there is much to be said in favour of having as much of the 
plumbing as possible protected from the weather. How such equip- 
ment might be manufactured and paid for is not very important here. 
The point is that as soon as one thinks of the Gorbals, and places 
like it, as fairly well-off communities whose inhabitants are able 
and willing to go to considerable trouble and expense to make them- 
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selves comfortable rather than poverty-stricken slums inhabited by 
helpless individuals, all kinds of interesting possibilities are opened up. 

If all the houses are not going to be knocked down considerable 
relief from overcrowding can be effected by redistribution. Here 
figures are not readily available in sufficient detail for Gorbals, but 
for the Govan ward, where conditions are not very different and 
figures are available, the position is as follows. Out of one thousand 
houses 327 were overcrowded by the standard which the Corporation 
uses for assessing the need of applicants for houses. If the 327 houses 
were made vacant, 83 of them could be used to accommodate the 
smallest of the 327 households. In other words, the 327 overcrowded 
households could be reduced to 244. If, however, the whole of the 
one thousand houses were made available for redistribution in the 
same pool, the number overcrowded could be reduced to 88. To this 
extent, that is the difference between 327 and 88, the overcrowding 
problem is one of matching shapes and sizes of households with shapes 
and sizes of houses. A particular percentage of overcrowding in an 
area does not necessarily indicate the number of new houses required 
and still less the number of old houses which should be pulled down. 

If we forget for the time being about the indices of overcrowding, 
density of buildings and the rest, and look at the conditions in which 
people live, we find that a large proportion of the population have 
adapted themselves very well. Other adaptations which would improve 
conditions further are not only feasible but relatively simple. 

If in spite of this argument the planners still say that the property 
in the scheduled area is in such poor condition that it has to be pulled 
down now, that it has no useful life left and would fall down in 
any case, then that is the answer. If they cannot show this to be the 
case, it is fair to ask the last question, ‘Can even a large city like 
Glasgow with an unsolved housing problem undertake now a scheme 
costing £13 m. which will not solve but aggravate this problem, and 
can a scheme like this be taken to indicate policy for the future? ’ 


TOM BRENNAN 
University of Glasgow 


TWO SCOTTISH WEST INDIAN LIQUIDATIONS 
AFTER 1793 


IT is well known that after the destruction of the Virginia tobacco 
trade after 1775, Scottish commercial initiative was confronted with 
the challenge of finding new outlets.! The substitute was the West 
Indies. The energies and ingenuities that had yielded such great 
returns in dealing with the mainland were now diverted to the Carib- 
bean Islands. It was not altogether a new beginning, for Scots had 
been trading in the Indies from a much earlier period. 

There was much in common between the old Virginian trade and 
the new West Indian. Both involved dealings with slave owners cul- 
tivating semi-tropical produce; both necessitated very large credit 
dealings at relatively short term. But the differences were no less 
significant. In the West Indian trade the Scots had no near-monopoly 
as they had enjoyed in the conveying of American tobacco to Europe 
via Glasgow. Indeed, they suffered the disadvantages of late comers 
—especially as compared with Liverpool and Bristol, whose traders 
had, since the first quarter of the century, been busily stocking the 
islands with slaves. Liverpool traders, especially, having suffered defeat 
in the Virginian trade at the hands of the Glaswegians, in the days 
of Sir Thomas Johnson, had concentrated their energies on the West 
Indies. Finally, the new trade differed from the old in its relationship 
to the rest of the Scots economy. Importing a consumption article, 
much of it for re-export, like tobacco, meant that the trading com- 
munity could be, to a considerable degree, independent of the manu- 
facturing sector. It was certainly true that the Virginian traders carried 
the products of Scottish industry to America, chiefly linen, and that 
this contributed to industrial development. But in the West Indies 
the traders became involved, not merely in the sale of manufactured 
exports, but in the purchase of manufacturing raw material, namely 
cotton. The West Indian trade, therefore, was much concerned in 
the industrial renovation of Scotland in the late eighteenth century. 

For those who could master its difficulties, it was highly profitable. 
The Scots converged on the West Indies in ever-increasing numbers : 
Scots names appeared everywhere as planters, overseers, attorneys, 
agents, ships’ captains. In Scotland and in England Scotsmen took 
their place among the great West Indian traders, challenging the older, 

1M. L. Robertson, ‘Scottish Commerce and the War of Independence’, 
Economic History Survey, August 1956, p. 123. 
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narrow circle of great English houses whose fortunes had been made 
in Jamaica or elsewhere a generation or more earlier. In Liverpool, 
Bristol, and perhaps to a lesser degree London, the Scots West India- 
men appeared to offer their challenge. On the whole, it would seem, 
they did not seek to enter the highly integrated web of trade embracing 
the West African slave trade, but like their Virginia predecessors, 
carried supplies and manufactures to the colonies, and raw material 
and produce back. Many, however, became plantation owners, often 
by the failure of their planter creditors, and consequently became slave 
owners. Further, all were involved, of course, in a system depending 
upon the Guinea trade, and all were vulnerable to a breakdown in 
the relationship between the slavers and the planters: if the latter 
could not meet their bills when due, all West Indian commercial paper 
was called in question. 

The risks were very great, especially in the recurrent phases of 
expansion when rising European prices for tropical produce set the 
Indies in a fury of slave importation and plantation development. In 
consequence, the story of Scots trading in the Indies involves very large 
commercial failures. It is with the struggles of two of the greatest 
of the West Indian houses, both promoted by Scotsmen, in the hectic 
times of the late eighteenth and early nineteenth centuries that the 
present article is concerned. 

Their stories are illuminating in a number of ways. They illustrate 
the terms of success or failure in this very important but volatile trade. 
Moreover, from the point of view of British business history in general, 
they show how affairs were conducted when partnership was the 
typical form of organisation, and when the bankruptcy laws were in so 
underdeveloped a condition that it was often impossible to say whether 
a firm was solvent or not. In the case of Houston and Co. we have a 
probably unique example of the passing of an Act of Parliament for 
the specific relief of a trading house in difficulties. Finally, the mere 
scale of their operations is worthy of note. There are not many 
eighteenth century firms on record whose outstanding transactions were 
in the neighbourhood of a million pounds. 

The firm of Alexander Houston and Co. of Glasgow played a large 
part in Scottish commerce down to, and even after, its insolvency in 
1795. It had been the greatest of Scots West Indian houses, and when 
it fell, with its vast commitments, it administered the greatest com- 
mercial surprise that Scotland suffered between the Virginia collapse 
of 1775/6 and the failure of the Western Bank in 1857.2 Indeed, 


* The principal source for Houstons is: Report of the Select Committee 
on Mr. McDowall’s Petition. Apr. 1800. Parl. Papers and H. of C. Journals. 
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if we except banks, it was probably the greatest single failure in 
Glasgow history. But it was not a general calamity, as might reason- 
ably have been expected. So great were the assets of the partners, 
and so high their reputation, that Government aid was forthcoming ; 
Houstons did not explode; they rather faded away in a long process 
of liquidation. Our second firm, that of James Baillie and Co., 
succeeded by George Baillie and Co., involved transactions on a 
comparable scale.* The Baillies, though originating in Scotland, had 
made London the centre of their transactions, so that, like the 
Houstons, eventual failure had relatively little direct effect upon the 
economy of Scotland. The two houses, though the fate of both was 
much involved in the same circumstances arising from the Grenada 
crisis of 1795,-offer an instructive contrast in the manner in which 
failure might overtake extensive enterprises. The firm of Houstons 
represented the long established and apparently utterly safe; James 
and George Baillie presided over a new, daring, and for a time highly 
successful house, almost devoid of real reserves. 

Alexander Houston and Co. had a romantic beginning. Colonel 
William Macdowell and Major James Milliken were quartered in St. 
Kitts in the 1720’s, and there married two West Indian heiresses.* 
When their service ended, these gallant and romantic officers took up 
residence in Glasgow. They founded the firm of James Milliken and 
Co., thus effectively launching the town as a sugar market. Out of 
Millikens came the famous house of Alexander Houston. The first 
Houston, from Calderhaugh in Midlothian, prospered in the trade, and 
bought the estate of Jordanhill, just outside Glasgow, in 1750. In the 
same year the firm was ready to take a leading initiative in the founda- 
tion of the Ship Bank, Glasgow’s first essay in banking.* The Ship 
conducted a vigorous business, challenging the leadership of the Edin- 
burgh bankers. Though successful, it was wound up in 1776, when 
the partnership agreement expired. When revived in the same year, 
the Houston interest was not resumed. They bent their full energies 
to the West Indies. 

The trade grew rapidly in Glasgow, and by 1778 its members seem 
to have been organised as a formal group,° with Houstons at their 
head. By the 1790s the Houston counting house on the south side 
of Argyle Street facing Queen Street was the most celebrated in 


3 George Baillie, Narrative of the Commercial Transactions of the Concerns 
of George Baillie and Co.’s Houses, from the year 1793 to 1805 Inclusive 
(London, 1805). (Copy in Athenaeum, Liverpool.) 

4J.O. Mitchell, Old Glasgow Essays, p. 377 n. 10. 

5 R. §. Rait, The History of the Union Bank of Scotland, 1930. p. 23 et seq. 

6H. Hamilton, ‘The Founding of the Glasgow Chamber of Commerce in 
1783’. Scottish Journal of Political Economy, 1954, p. 34. 
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Glasgow. It was the headquarters not only of Alexander Houston 
and Co. (appearing first in the Directory of 1789) but also of Houston, 
McDowall and Co. On the premises lived junior Houstons—their 
seniors occupying their seats outside the town. Every considerable 
British sugar island contained one of its agents. By the nineties the 
firm enjoyed high, traditional repute, its destinies guided by men who 
stood in a family succession of experience with large but carefully 
considered transaction. James Macdowall was Lord Provost in 1790. 
Robert Houston was president of the West India Club and prominent 
in the management of the Merchants’ House. 

How was it possible that such a house should fail? When the blow 
came the assets of the partners were greatly in excess of its liabilities ; 
there was no reason why, given its great resources, it could not have 
anticipated and overcome its difficulties. Its collapse is a leading 
example of failure due to inept policies; Alexander Houston and 
Co. should take its place in the list of astonishing commercial failures, 
headed perhaps by Overend Gurney, involving houses, thought to be 
the most powerful upon the scene, which have been betrayed by the 
inadvertence and ineptitude of its principals. 

To understand how this could occur we do not need to think in 
terms of viciousness or depravity. The men involved remained respected 
even when their house had fallen. Rather it is necessary to consider 
the manner in which the attitudes and behaviour of these men was 
conditioned by their situation. 

A long period of success meant great accumulated assets: these 
Houston’s partners enjoyed. But real problems followed in con- 
sequence. How were these assets to be held? What apparently more 
safe than that a great trading enterprise should invest its gains in the 
productive process itself, in the Islands, or in the lands of Scotland. 
The latter had special attractions. Economically there were profits 
to be made in agriculture, supplying the expanding Scottish economy, 
and gains to be made in the purchase of ground and ground annuals 
in Glasgow and elsewhere. Even David Carrick, the canniest of con- 
temporary Scots bankers, sought to extend his stake in Scots expansion 
by sinking something like half a million in agricultural and urban 
land.’ Moreover, the political careers and social status of the principals 
were promoted thereby. 

The dispersal of the assets of the directors of Alexander Houston, 
as revealed in 1800,* are of some interest. McDowall had some 
£300,000 in land in Scotland, though encumbered with considerable 


7 Rait, p. 44. 
8 Report on McDowall’s Petition, passim. 
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debt. Most of it lay south of Glasgow in Renfrewshire, Ayr and 
Lanark. Some £20,000 had been invested in cotton mills operated 
by Houston, Burns and Co. In St. Kitts and St. Vincent his estates 
were valued at £110,000. Houston Rae held Scottish land to £83,000. 
He and Lieutenant-Colonel Houston held the lease of a coal mine to 
the value of £30,000. The lease was for seventy years, on coal likely 
to last. The manager and book-keeper certified that the average net 
profits for the three years down to 1800 was some £3,300. These 
assets, taken together, exceeded half a million pounds. 

Several factors operated to make it possible, over the years, to 
disperse the gains among the principals, and invest them in this way. 
They were not needed in accessible form for the business, for the 
very acuteness and caution of the house had kept the short term 
obligations well within the realisable assets. Moreover, the availability 
of discounts had greatly increased in the later eighteenth century ; the 
banking system and the business community had become accustomed 
to holding a great deal of West Indian paper. There had certainly 
been warnings about the possible dangers involved: Gilbert Innes, 
a director of the Royal Bank of Scotland, in answer to official inquiries 
in London as to the Scottish position during the crisis of 1793, when 
war with France broke out, emphasised the extent to which troubles 
stemmed from discounting difficulties both in Scotland and London, 
where large quantities of Scots goods were held.® But the warning 
was insufficiently heeded ; once the emergency of 1793 was overcome, 
the boom in West Indian investment was resumed, largely on the basis 
of bills of exchange. 

Dealing in raw produce has always been notorious in requiring a 
close eye to the markets involved. Houstons enjoyed a great reputa- 
tion in this regard.’ But, on the other hand, the West Indian islands, 
especially in the late eighteenth century, with European sugar and 
cotton consumption growing, and new territories falling into the 
Navigation System with success at sea, were able to inspire great 
speculative booms. It was the last of these, beginning in the late 
1780’s and culminating in 1799, that betrayed the house of Houstons. 

Grenada was the great centre of this last expansion in its first 
phase. Cultivation in the island itself was a profitable investment, 
for it had been delayed by political events.’ Moreover, Grenada, 
with its free port of St. George, was a growing centre for the profitable 


9 Glasgow Courier, 4 May 1793. 

10 Three folio letter books of Alexander Houston and Co., 1776-81, are 
in the National Library of Scotland. 
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supply of the Spanish possessions. Bills drawn from Grenada increased 
greatly in London; the paper of Alexander Houston was prominent 
in the expansion. The firm, over-confident due to the previous ‘ ease 
and Facility in trade’, drew great numbers of bills at from ninety 
days to thirty months. 

While thus greatly extended, calamity struck the house. The rising 
in St. Domingo had destroyed French sugar capacity in the West 
Indies in 1791-2; much of the boom in the British Islands was due 
to this eruption. But such action was infectious. The growing 
population of slaves in Grenada, excited by the events of the French 
Revolution, the rising in St. Domingo, and by the growing talk of 
emancipation, rose, and did great damage. Insurrection of a bloody 
and destructive nature known as the Carib War broke out in April 
1795. Only by mounting a full-scale campaign under Abercrombie, 
who landed some two or three thousand men, was the insurrection put 
down. A great many planters and traders, held as hostages, were shot. 
The crop, upon the sale of which the expansion depended, was just 
coming in; it was destroyed. The planters of Grenada were left 
without realisable assets to redeem their commercial paper. Grenada 
deliveries to Britain, averaging annually just under half a million 
pounds in value, and rising rapidly, in the three years before the 
insurrection, fell to less than one-fifth in the three years after 1795.’* 
The Grenada legislature put the losses at some two millions in all.’* 


In sum, the principals of the firm had been lulled by long success 
to forget the need for liquidity. They permitted their agency houses 
in the islands to extend credit on a great scale; in Grenada their 
agents had involved them in credit extension to the sum of £184,000 
in 1792; by 1796 it had reached £411,000.'1 The immediate cause 
of the collapse was the failure to assess the degree of unrest among 
the labouring force. This was the more remarkable in that the parent 
firm had alliances with no less than seven agency houses in Grenada, 
all related by family or friendship ties: Munro McDowall and Co., 
Munro McDowall McFarlane and Co., Munro and Co., Munro 
McFarlane and Dougall, Munro MacFarlane and Co., and Laurence 
McDowall. 


Appeals to friends or bankers could not help very much; only 
Government aid could save the houses placed in such a position, and 
all those who depended upon them. Moreover, the Bank of England, 
fearful of the general extension of credit in Britain, had adopted a 
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policy of credit stringency.'® By far the largest of the Grenada and St. 
Vincent casualties were the houses of Alexander Houston and Co. 
and George Baillie and Co. Both were active in the City seeking aid. 
For though the City men themselves were unlikely to help, their 
attitude, as conveyed to the Prime Minister, was likely to be important. 
Baillie saw Dundas, who took him to Pitt.1* But the latter, after 
taking advice in the City, declined to intervene.’ Baillie realised that 
success could only be attained by an approach by all those involved. 
He sought out Sir Richard Neave, chairman of the West Indian 
merchants, who sponsored a meeting of those needing help; a 
memorial was addressed to Pitt. The latter met a delegation, but 
refused aid on the grounds of the danger of such a precedent. But 
Baillie was not defeated. He rallied the West India interest in Liver- 
pool and Bristol where so much of his own paper was held. The 
dangers to the commerce of Scotland were pointed out. Lord Sheffield 
and Sir William Pulteney supported the application, and Pitt finally 
acceded. One and a half millions were to be lent to the planters and 
merchants connected with Grenada and St. Vincent. Of this, Alexander 
Houston and Co. received £240,000, and George Baillie and Co. 
£250,000.'* These were the sums thought necessary to meet the 
deficiency between current receipts and payments. There were two 
other borrowers at £60,000 each; the rest, some one hundred and 
thirty-six in all, required much smaller sums. 

The position of Houstons was thus temporarily relieved. Many of 
the borrowers made good headway in paying off their debts. But so 
far had Houstons been committed that little or no progress was made. 
Indeed by 1800 they were badly in arrears in their interest payments, 
and had made a paltry payment on capital account. The Commis- 
sioners for the issue of Exchequer Bills decided in January 1800 that 
it was clear that Houstons were unable to discharge their debt to the 
Exchequer according to the terms of the Acts. They proposed to issue 
an extent against the firm, whereupon William McDowall petitioned 
the House of Commons for further time. A Select Committee was 
appointed to investigate the position.*® 

Houstons had in fact paid off their short-term debtors: bill 
holders, those who had left short-term money with them, debts to 
bankers on discounts. Further, they had laid out funds in the rehabili- 
tation of their own estates in Grenada and St. Vincent in order to 

15 A. D. Gayer et al.. The Growth and Fluctuations of the British Economy 
1790-1850 (Oxford, 1953). I, p. 44. 

16 Narrative, p. 7. 
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render them productive again. Having done all this, there was nothing 
left to discharge the Government debt. Moreover, further misfortunes 
struck. The most active and valuable agents and correspondents died 
during or soon after the insurrection. Among the casualties was 
Munro, who was involved in almost all the island partnerships, and 
upon whose account £70,000 of the original £240,000 loan had been 
negotiated. The conduct of business in the islands suffered accordingly. 
Finally, sugar prices had broken in 1799 with the collapse of the 
Hamburg market. 

The great difficulty lay in the debts owing to Houston and Co. 
amounting to some £565,000. To bring pressure for the payment of 
these meant embarrassing the agency houses in the islands, who were 
the chief debtors. In Grenada there was owed in this fashion over 
three-fifths of Houston’s outstanding credits. But it was clear that 
the assets of the partners were greatly in excess of their liabilities. The 
directors of the Bank of Scotland, of the Royal Bank, and of the 
Glasgow Chamber of Commerce all supported McDowall’s petition, 
pointing out the danger to public credit in Glasgow if they should 
be forced into hurried liquidation.*° 

The Select Committee, including in its membership the Chancellor of 
the Exchequer, Henry Thornton the banker, and William Manning, head 
of one of the largest London West India houses.?) recommended that 
Houstons, with two other minor cases, be treated separately from the 
rest. Their affairs were taken out of the Commissioners’ hands and 
placed in Trust by Act of Parliament of February 1800. In this way the 
slow process of liquidation could proceed, and the pressure on the island 
houses be relieved. The partners undertook to wind up their affairs 
entirely and withdraw from trade. The Trustees, subject to their surveil- 
lance, left the winding up to the partners. The last appearance of Alex- 
ander Houston and Co. in the Glasgow directories was in 1807. The 
debts of the house were fully discharged, and a little saved for the 
estate of the principals.?* 

Houston and Co. occupy an important place in the experiments 
of the Government during the French wars in the support of private 
credit. The Bank of England was still far from accepting full responsi- 
bility for the credit structure; the West India trade. especially, 
produced firms whose difficulties were too much for the Bank to 
handle. The two great Scottish banks, though much concerned for 
Houston’s survival, were unable, in view of the quarter-million deficit 
on current account, to sustain it. The Act of 1800 was probably 

2° McDowall Report. np. 39. 40. 
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a unique example of official aid to a particular house. In 1793 the 
State had learned to support general credit in the face of short-term 
disturbance ; in 1795 it served a particular group exposed to calamity 
—the Grenada and St. Vincent men; in 1799 it supported the Liver- 
pool and Lancaster West India traders (the bank looked after the 
rest): in 1800 the range of possibilities were completed with the Act 
covering the case of Houston and Co. 

In spite of the long time involved in liquidation, the Act provides 
an excellent example of the soundness of official action in the sustaining 
of private credit. In the short run, nothing but good could ensue from 
the provision of an opportunity to liquidate over time. Of course 
there were risks—the sale of assets might have taken place under much 
more adverse conditions. But the price of agricultural land, compris- 
ing so much of the partners’ estates, was high during the war years. 
In the longer view, however, the difficulties were more serious. It 
was all very well for the State to help in the face of natural calamity. 
But the door thereby opened might lead very far. In fact, the State 
went no further: the case of Houstons marks an experiment which, 
though successful, was not repeated. When William Manning, who 
had sat on the Houston committee, struck bad times after the war, 
there was no Government intervention. This former Governor of the 
Bank of England was obliged to appear before a Commissioner in 
Bankruptcy, and, as the custom was, lay his gold watch, chain and 
seals upon the table.”* 

The Baillies originated in the parish of Inverness.** They grew up 
in the decades following the ’Forty-five: the north-east of Scotland, 
which had long traded on a modest scale with the Baltic, was under- 
going economic expansion. Army expenditure and Highland road- 
building played their part. But more important, the men of substance 
were becoming increasingly interested in both the East and West 
Indies.?> The traditional import of raw hemp and its local manufacture 
helped to create these links ; so also did the export of coarse cloths, 
harns and osnaburghs to the plantations. The Eastern trade involved 
taking service within the somewhat restrictive framework of the East 
India Company, and north-eastern Scotland produced its share of 
nabobs. But the West Indies trade was open to all, and could produce 
substantial fortunes. Even junior members of the family, of modest 
substance, could do well by starting as an agent in one of the islands. 


22S. Purcell. The Life of Cardinal Manning (London, 1896). p. 71. 

24J. Bulloch. A History and Genealogy of the Family of Baillie of Dunain 
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If successful, such 2 man would return to Britain and set up a parent 
house in London, Liverpool, Bristol or Glasgow. 

The children of Hugh Baillie of Dunain and his younger brother 
William were perhaps typical of the sons of families of substance in 
north-eastern Scotland in their mode of seeking a livelihood. The 
Baillies had long been prominent in Inverness, holding public offices, 
and marrying with the greatest families of Scotland. One of their 
line had emigrated to Georgia in the 1740’s to found an American 
branch of the family. Alexander and Evan, first and third sons of 
Hugh, joined the Army. Alexander remained in the Service, dying 
as a colonel in 1798. Evan served during part of the American War, 
but having married the daughter of a St. Vincent planter, himself 
became a West Indian planter and merchant. James too had embarked 
as a trader in the islands. Grenada and St. Vincent had been ceded 
to Britain in 1763; there Evan and James began to build their busi- 
nesses, for the new islands offered the biggest field for new initiative. 
Evan Baillie prospered. He returned to England and founded the 
house of Evan Baillie and Co. at Bristol. It did well ; Baillie became 
a substantial figure, and a local M.P. His son Peter in 1797 married 
Elizabeth Pinney of the old West Indian family. James’ career was 
even more dramatic. He had an excellent eye, not only for the general 
course of an agent’s business, but for ancillary opportunities. In 1773 
or 1774 General Monckton was rewarded by Parliament for his 
services by a grant of land in St. Vincent. James Baillie, with two 
others, formed a syndicate, bought the General’s estate, and began to 
resell piecemeal. The War of Independence held up the disposal of 
land until 1784; thereafter sales were brisk until 1788 when talk 
of the ending of slaving damaged the market.?® But the war brought 
opportunity as well. The Dutch developed their island of St. Eustatia 
into a tremendous entrepét for the supply of the revolted colonies. 
Lord Rodney was sent to reduce it in 1781. He did so, placing the 
enormous stocks of goods under the hammer.?’ James Baillie was on 
hand as a merchant to share the excellent bargains.?* But by 1776 he 
had prospered sufficiently to live mainly in England, operating a West 
India house in London. He did not, however, lose contact with 
Inverness-shire. When the crop there failed in 1782, great distress 
followed among the country people. Government aid was forthcoming, 
but James Baillie, on his own account, supplied food for the needy.?° 
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By the early "nineties James Baillie was in an excellent position 
to participate in the last great West Indian expansion. By this time 
he was one of the biggest figures in the trade—as planter, merchant, 
guarantor of Guinea cargoes, and head of the London house. He 
had become M.P. for Horsham, an effective opponent of Wilberforce 
in the Commons, and agent for the island of Grenada. 


The career of his successor and cousin, George Baillie, followed 
a similar pattern. He was the third son of William: his two elder 
brothers became Generals, one in the service of the East India Com- 
pany. He went first to St. Vincent where he began trading under the 
patronage of Evan Baillie. For ten years he served the same house, 
but finding that his prospects and those of others in the same situation 
were not improving, he left Evan Baillie for his brother James. The 
latter had shown the kind of mettle that attracted him, and seemed 
altogether a better connection. Under his aegis George Baillie formed 
a number of agency houses in different parts of the Islands, some of 
which he sold to other traders.*° 


George Baillie’s final partnership in St. Vincent with George Inglis, 
his former clerk, and Archibald and William Alves, was highly profit- 
able. Baillie was something of an autocrat, seldom consulting his 
partners, yet so acute that they could hardly quarrel with his judg- 
ment. He knew little of the clerical side, never having served in that 
capacity, but he was an excellent trader. The house handled very large 
transactions; with a single sea-captain, Thomas Phillips of Liverpool. 
his dealings in slaves amounted to £100,000: with the parent house 
of James Baillie and Co. the figure was over a million pounds. Like 
all such concerns, it had its crises, but George Baillie had acted with 
great vigour in pulling in debts from the planters, getting rid of the 
then head of the firm, Mr. Bannatyne,°' who suffered from ‘ excessive 
softness of temper’. Creditors were forced to liquidate, and it is not 
surprising that many thought him a harsh man. Though this might 
damage him with the planters, his standing as a man of business was 
very high in the islands—many of the leading West Indian traders 
were either his near relatives or personal friends. A former partner, 
Charles Hamilton. gave as his chief reason for withdrawal from 
the highly profitable concern the pace at which Baillie worked: ‘ Your 
application far surpassed mine.’ By the time Baillie returned to Eng- 
land in 1793 he had created one of the largest houses in the islands, 


30 George Inglis was Baillie’s clerk and later partner in St. Vincent. A 
letter book of his. covering the first decade or so of the nineteenth century, 
is in the Inverness Burgh and County Library. 
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and had accumulated a fortune from his St. Vincent dealings alone of 
between forty and fifty thousand pounds.*” 

The war, breaking out in February 1793, struck at the foundations 
of his patron’s house. James Baillie and Co., in the van of optimism 
after the St. Domingo rising, had engagements in excess of £700,000, 
mostly arising from the expansion of production in Grenada and St. 
Vincent. George was aware of the crisis, for before returning to 
England he spent three weeks collecting bills of exchange and bills 
of lading of produce, which, to the extent of £90,000, he despatched 
in a fast, copper-bottomed ship, to the relief of the parent house.** 

On arrival in England in August, he found James Baillie distracted 
by his situation, and in the last stages of a dropsy. Knowing himself 
to be dying, and aware that his enormous and complex undertakings 
could only be unravelled by a man of vigour and experience, he 
appealed to George Baillie to take them up and save his house, family 
and friends from ruin. 

James died early in September 1793; his executors were Rene 
Payne, of the banking house of Smith, Payne and Smith, to whom 
the estate was indebted,** Alexander Baillie, Evan Baillie, Sir Walter 
Farquhar, Archibald Hamilton, and Mrs. Baillie. George Baillie was 
not an executor: apparently Evan Baillie had recommended to his 
brother that the fact that George was in debt to his house for a con- 
siderable sum made him ineligible. 

Of the executors, only Evan Baillie was competent to judge the 
situation. He began the long inspection of James Baillie’s affairs at 
the latter’s counting house, New Court, St. Swithin’s Lane, the scene 
of meetings of the Grenada interest in London. As he struggled to 
assess the position created by his more daring brother, he became 
more and more pessimistic.*” Evan Baillie was not a man capable of 
supervising such a difficult and dangerous operation. The house had 
obligations totalling some seven to eight hundred thousand pounds.** 
Of this, some four to five hundred thousand pounds were foreign (i.e. 
West Indian) bills, the simple contract debts (tradesmen’s accounts) 
were in excess of a hundred thousand, the balance being due to the 
Government and bond debts. Further, Baillie’s own great personal 
wealth had been invested in plantations, so that virtually the whole 
of his assets were committed to the Indies. 

Evan Baillie could see no course but to go bankrupt. This would 
have meant paying the Government debt first, then the debts arising 
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from bonds entered into by the house, with the bills and tradesmen’s 
accounts last. In short, the realisable assets would be wholly used up 
before the bills or accounts were touched, with the result that the 
bill holders would pursue all parties to the bills, involving them in 
ruin. Not only would there be no reversionary interest for Mrs. Baillie 
and her dependents, but James Baillie’s estate would end deeply in 
debt. 

To both the widow and George Baillie this course was unaccept- 
able. The latter, who had himself drawn many of the bills involved 
from St. Vincent and Grenada upon James Baillie and Co. for the 
delivery of African cargoes, knew that his own fortune was involved. 
But he was convinced that if time were given the assets of the estate 
could be realised, the debts met, and a substantial net interest remain 
to the estate. Further, he had been under James Baillie’s patronage 
for some ten years, and had thrived thereunder as a merchant: no 
doubt these circumstances caused gratitude. This, combined with the 
desire to succeed to the parent concern, made him accede to Mrs. 
Baillie’s plea that he take over the affairs of her late husband. Mrs. 
Baillie executed a power of attorney to George Baillie and Edmund 
Thornton to act for her in getting in the estate and paying the debts. 

The challenge was formidable. George Baillie brought to bear the 
vigour and ingenuity that had made him such a success in the islands. 
The essence of the task was to keep the holders of bills, as they fell 
due, from pressing for payment or sending them to the islands to be 
protested. This latter eventuality would mean two things—public 
discredit adversely affecting the behaviour of other bill holders, and 
also the application of the realisable assets in the Indies—assets which 
should be carefully husbanded as the liquidity base of the parent firm 
and paid out only under strict control in partial redemption of bills. 
To avoid these dangers it was necessary to persuade the holders of 
maturing paper to accept new paper at extended periods. 

To this end a new house. George Baillie and Co., successor to 
James Baillie and Co., was formed. The new house. furbished with 
new capital supplied by new partners would, it was hoped. reassure 
the bill holders so that they would accept its undertakings in lieu of 
James Baillie and Co. This was a matter of continuous concern : each 
month’s bills brought their problems of persuasion. 

The tradesmen’s debts. being of a different nature, required another 
device. The creditors were invited to sign a deed*’ granting an 
indulgence of four or five years with interest payable. It was essential 
that all should do so: the refusal of any would mean the refusal of 
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all, for none would agree to preference for others. There were only 
two dissentients, Messrs. Maudit and Lancaster. George Baillie was 
equal to the occasion. The recalcitrants, who insisted that they would 
prefer to sell their debts at once at half their face value, were informed 
that if they signed the deed they would at once (covertly, of course) 
receive their money. Maudit and Lancaster signed, all the rest 
followed. They were paid from the slender liquid assets of the firm. 

Choosing new partners was not an easy matter. It was necessary 
that such men not only provide liquid capital, but that their tempera- 
ments be suited to so volatile a business. For George Baillie proposed 
not merely to liquidate the affairs of his predecessor. He was aware 
that, in spite of the setback of 1793, there were great gains to be 
made in the West Indies. He launched the house on extensive trading 
on its own account. One candidate, Mr. Morgan, recommended by 
Payne the banker, of very substantial means, ‘ would get intimidated 
at the idea of our coming under long acceptances for 4 or £500,000 ’.** 
Another was likely to be deterred by the idea of guaranteeing Guinea- 
men.*® Still another, Mr. Hinchman (an East India gentleman of large 
fortune) seems to have been deterred by the attitude of James Baillie’s 
executors.*° 

The upshot was that Baillie took four partners, which with his 
own contribution, meant a paper capital of some £150,000. But in fact 
most of it was illiquid. Robert Long and Nathaniel Snell were to bring 
in respectively £20,000 and £30,000, but both provided their capital 
in the form of West Indian mortgages lent by a relative of Snell’s 
who, like the Baillies, was interested in Grenada: in addition, Baillie 
himself went security for Lang.4? John Turing provided £50,000, but 
this was only a mortgage debt secured on the property of Lord 
Charlemont in Ireland. Finally Eric M‘Kay, soon to be Lord Reay. 
formerly a clerk in James Baillie’s counting house and George Baillie’s 
nephew, was to find £10,000, but this too was merely mortgage pro- 
perty, chiefly in Scotland. Baillie himself also put up West Indian 
mortgages, to the tune of some £50,000. None of the partners in fact 
provided cash, so that the new concern embarked upon its perilous 
course with virtually no accession of ready assets. Like James Baillie. 
whose estate they sought to rescue. the new house had the great bulk 
of its resources already involved in the Indies. But, on the basis of 
this nominal £150,000, they managed to raise £15,000 in negotiable 
form. This tiny sum, paid out with the issue of new paper by George 
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Baillie and Co., kept the affairs of James Baillie liquidating nicely in 
the resumption of West Indian prosperity after 1793. 

Not only did George Baillie conduct the operations of the London 
house ; he almost at once resumed active partnership connections with 
his former houses in the West Indies. In addition, qua planter, he 
supervised his own estates, and also the great Bacollet estate in 
Grenada together with other properties forming the assets of James 
Baillie. These enormous and risky undertakings were conducted by 
Baillie and Lang, with the aid of a book-keeper. The latter had the 
greatest difficulty in keeping abreast of transactions, so that it was 
not long before the records were far in arrears. This meant that no-one 
really knew the position of the house in relations to its undertakings, 
nor in relation to its partners, who had drawn upon their private 
accounts. 

George Baillie in fact had succeeded in the City to the status of 
James Baillie: a friend of Francis Baring, Hope, J. J. Angerstein, and 
other great traders and bankers. He was prospering, for the commis- 
sion and other proceeds of his extraordinarily extended activities were 
large. He lived on a considerable scale—his piper was universally 
admired. 

But it was not surprising that Lang and the other partners began 
to lose their nerve. Baillie continued his own autocratic way, for in 
truth, once embarked, there was nothing for it but to continue to issue 
new acceptances as the old ones fell in. Lang, the most active and 
informed of Baillie’s partners, continually pressed him to get Turing’s 
money in; there was constant pressure on Lord Reay to realise some- 
thing on his Scottish lands. Tempers became badly frayed by the 
monthly crisis involved in meeting the firm’s liabilities, a strain which 
went on for several years. James Baillie’s widow added to the diffi- 
culties by her demands for a larger income from her late husband’s 
estate. 

This was the flimsy fabric that was struck by the Grenada rising 
in 1795. Bacollet estate was burned; George Baillie and Co., who 
were under obligations for about £400,000, found themselves short 
by some £260,000.*? It was clear that nothing could be realised from 
the stricken islands for some two years. 

As we have seen, George Baillie was very active in promoting the 
loan by Exchequer Bills. Under the Government’s terms he, like 
everyone else, needed securities. These he found among the very West 
India and Africa merchants who held his bills, for in acceding to his 
request, he argued, they were clearly serving themselves. It was 
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necessary to apply for a time extension in 1796, and again in 1798. 
By this time the estates had been restored, financed by new acceptances 
of the London house. The affairs of James Baillie were virtually wound 
up, and a reversion of some £120,000 secured for the heirs to his estate. 

But this happy consummation was not the end of the story. George 
Baillie, though advanced in years, and in precarious health, had tasted 
the exhilaration of credit transactions on the grandest scale. He did 
not withdraw or even reduce his operations. By the turn of the century 
the Dutch possessions of Demarara and Surinam had been acquired. 
A very great burst of activity took place: once more George Baillie 
extended the credit balloon. But this time liquidation was much more 
difficult. West Indian productive capacity was growing rapidly, but 
the continent of Europe was being closed by Napoleon. 

This was a sufficiently risky procedure. But in addition Baillie 
had embarked upon it with his affairs in some obscurity. By 1795 he 
was at loggerheads with his partners and a dissolution, under arbitra- 
tion, had to be carried through in 1796. Baillie had made many enemies 
in the City, in Liverpool and in the islands; he became convinced 
that they were seeking to destroy him by bringing pressure upon their 
friends at the Exchequer Office. He formed another partnership, this 
time with William Jaffray, and an alliance with the house of Simon 
Cock, commercial agent for Liverpool in London. But soon the same 
deterioration of personal relations occurred. When war was resumed 
in May 1803, after the brief Peace of Amiens, he was placed in great 
difficulty. The British settled in Demarara and Surinam, which had 
been returned to Holland in 1802, had been able to pay their debts 
by shipping to Amsterdam. War made this impossible. Baillie, thus 
embattled with his associates, had no less than half a million locked 
up at long term in Demerara and Surinam. 

Once again he sought support in the City. He argued that remit- 
tances would become easier once the British settlers in Demerara 
could adjust themselves to a new market. Angerstein, Abraham 
Goldsmid, Thomas Coles, and Simon Fraser, some of the greatest 
of City names, supported him in an application to the Prime Minister, 
Addington, for a general loan to traders. But Baillie was unsuccessful 
both at Downing Street and at the Bank. There was nothing for it 
but to ask in Liverpool and Bristol for forbearance. By January 1804 
the situation was very serious. Baillie’s house was by this time under 
engagements exceeding a million pounds; four-fifths of his paper 
was held in Liverpool.** A meeting of his creditors was held—they 

43 [bid., p. 23. Also S. Cock, Narrative of his Transactions in the Concerns 


of Messrs. George Baillie and Co. (London, 1805), Appendix, p. 1. (Copy 
in Athenaeum, Liverpool.) 
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decided to give him a respite by not protesting his bills. All the 
shifts and devices he had learned in a lifetime were brought to bear. 
Liquidation went slowly forward, but always in danger of bankruptcy.*# 
There was general credit stringency in 1804 ; Gregson’s Bank in Liver- 
pool failed in that year. 

A war of recrimination, more bitter even than his early feuds with 
Evan Baillie and John Bolton, broke out between Baillie and Cock. 
Both circulated ‘ Narratives’ in England and the Indies: the result 
was the final blow to confidence. It was the general opinion, wrote 
Baillie, that if he went to Liverpool to face his creditors they would 
lodge him in Lancaster Gaol.** Aged and sick, intransigent and 
touchy, protesting his commercial honour to the last, he was gazetted 
on the 8th of November 1806, and died at Brighton some three 
years later.*® 

The story of James and George Baillie was made possible by a 
peculiar constellation of circumstances. The planters in the new areas 
wished to extend; the Africa merchants were willing to hold their 
paper, subject to a London guarantee. The London house, hidden 
behind so imposing a facade of social success, was almost without 
real resources. George Baillie and Co. was in fact an acceptance house, 
operating upon the slenderest of margins. He promoted great changes 
in the Indies by conjuring confidence from the air to set traders and 
planters in hectic motion, but left a welter of dishonoured paper. Only 
by a long process of negotiation and law over these instruments could 
the gains and losses of George Baillie’s actions be assigned. The 
failure of his firm signalled the approaching end of an era in the West 
India trade. With the amendment of the Bankruptcy Laws, the 
improvement of banking facilities, the partial supercession of the bill 
of exchange, and the end of the rapid expansion of demand for West 
Indian produce, it became increasingly difficult to exercise the kind 
of initiative practised by George Baillie. 


S. G. CHECKLAND 
University of Glasgow 


44 The Committee of Billholders who investigated Baillie and Co.’s affairs 
reported that in January 1804 the firm’s engagements totalled £1,055,115. By 
November some £370,000 had been paid. (Baillie’s Narrative, p. 57.) 

45 Gentleman's Magazine, 1809, p. 786. 


THE LABOUR THEORY OF VALUE 


THis book! falls naturally into three portions. The first portion, 
consisting of the first five chapters, is a contribution to the history 
of theory. In it the author gives a careful and (so far as the reviewer 
can check him) accurate account of the evolution of the value concept 
in the pre-Adamite writers, in Adam Smith, in Ricardo, and in Marx 
(two chapters). The next portion is entitled ‘The Critique of the 
Marxian Labour Theory’, but it would be better called “A Critique 
of the Critique of the Marxian Value Theory ’; it deals with the objec- 
tions brought against the theory by various writers from Pareto to 
Joan Robinson. The third portion, entitled ‘ The Reapplication of the 
Marxian Labour Theory ’, consists of three sections: the first being a 
critique, from the Marxian standpoint, of the marginal-utility theory 
and its successors; the second being a discussion of the problem of 
value in a socialist economy ; and the third being a discussion of value 
under monopoly capitalism. 

Meek’s principal argument, in the second portion, in favour of 
the labour theory of value, is based upon its social significance. ‘ If 
we regard society as consisting in essence of an association of separate 
producers who live by mutually exchanging the products of their 
different labours, we are likely to come to think of the exchange of 
these products as being in essence the exchange of quantities of social 
labour. And if we begin thinking in these terms, we may well eventu- 
ally conclude that the value of a commodity, i.e. its power of purchasing 
or commanding other commodities in exchange—is a quality conferred 
upon it by virtue of the fact that a certain portion of the labour force 
of society has been allocated to its production’ (p. 39). ‘ The labour 
theory . . . says . . . that the [economic] process should be analysed 
in terms of the social relations between men and men in the production 
of commodities’ (p. 129). ‘The really fundamental tie which unites 
men to one another in societies based upon private property in the 
means of production is their relationship as producers (and therefore 
as exchangers) of commodities’ (p. 139). (Reviewer’s note: Why 
restrict this dictum to ‘societies based upon private property in the 
means of production ’?) ‘If we merely say that a commodity possesses 
value because it is a product of social labour, we have not yet arrived 
at a quantitative value-principle. ... If we . . . regard the labour used 
to produce.a commodity not only as the source of its value but also 


1 Studies in the Labour Theory of Value, by Ronald L. Meek. (London: 
Lawrence and Wishart, 1956. Pp. 310. 30s.) 
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as constituting the very substance of its value, so that the commodity 
is looked upon as a sort of mass of ‘congealed’ or ‘ crystallised ’ 
attractive? power, we are much nearer a solution. We may then con- 
clude that a commodity acquires value not only because but also to 
the extent that it is a product of social labour. ‘ The extent of its attrac- 
tive power . . . varies directly with the quantity of social labour used 
to produce it’ (pp. 62-64). ‘All commodities . . . are visualised as 
“crystals” of a certain “social substance ”»—human labour is the 
abstract ; and the magnitude of the value possessed by each commod- 
ity is measured by the amount of this value-creating substance 
embodied in it—i.e. by the amount of labour time taken to produce 
it’ (p. 167). 

Among the many subjects of interest discussed by Meek are: The 
origins of the idea of normal profit as a constitutive element in cost 
of production ; the controversy between Malthus and Ricardo over 
embodied labour versus commandable labour as the measure of value ; 
the search for an absolute measure of value ; the reduction of skilled 
to unskilled labour ; Ricardo’s difficulties over the different durations 
of fixed capital; the ‘ transformation problem’ in Marxian economics 
(i.e. the establishment of a relation between value and normal price 
when capitals of different composition are in use); and the current 
controversy in the Soviet Union over the relevance of the concept of 
value in a socialist society. 

The controversy over value under socialism appears to the reviewer 
to be a verbal rather than a substantial one. No one appears to doubt 
that a socialist society, like any other society, will be subject to 
economic laws: i.e. that, even in a planned economy, economic 
relations will be subject to objective constraints, independent of human 
volition. All Soviet economists would accept Engels’s dictum in the 
Anti-Diihring: ‘From the moment that society enters into the posses- 
sion of the means of production and uses them in direct association 
for production, the labour of each individual . . . is immediately and 
directly social labour. . . . Even then it will still be necessary for 
society to know how much labour each article of consumption requires 
for its production. It will have to arrange its plan of production in 
accordance with its means of production, which include, in particular, 
its labour force. The useful effects of the various articles of consump- 
tion compared with each other and with the quantity of labour 
required for their production, will in the last analysis determine the 
plan.’ This statement would convey to a bourgeois economist the 
impression that production under socialism would be subject to what 


2 The word ‘attractive’ used here refers to a commodity’s power of attract- 
ing other commodities in exchange. 
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he, at any rate, would call the law of value. But no; Engels writes 
immediately after the last sentence quoted: ‘People will be able to 
manage everything very simply, without the intervention of the famous 
“value.” The truth is that to a Marxian economist the word ‘ value’ 
is indissolubly associated with the concept of exchange on the market 
of commodities, commodities being defined as goods which are 
produced by individual producers for the market and which remain 
private property during the whole process of production and sale. Given 
this definition it follows logically that, with the disappearance of the 
market, of commodity production, and of separate individual producers 
having private property in the means of production, ‘ value’ ceases 
to be a valid social category. The only ‘ value’ that can be conceived 
of as existing today in the Soviet Union is that which emerges in the 
sale of goods produced by not-completely-socialised producers (such 
as co-operative artels and collective farmers): such goods take the 
form of commodities and have value. Moreover, the existence of the 
law of value in the co-operative sector and in the relations between 
the co-operative and the fully socialised sector influences (but does not 
regulate) the socialised sector itself. This is as far as Soviet economists 
will recognise the existence of ‘ value’. They regard it as a transitional 
category, doomed to disappear with the evolution of a fully socialised 
planned economy. Whatever regulative principles may exist in such 
an economy—and most Soviet economists would admit that there 
must be some—will not be called laws of value. In the reviewer’s 
opinion it would be better if Soviet economists, instead of engaging 
in semantic discussions over the application of the term ‘value’, 
gave more attention to elucidating the principles on which, in a socialist 
economy, ‘the useful effects of the various articles of consumption 
[should be] compared with each other and with the quantity of labour 
required for their production ’. 


Signs are not wanting of a renewed interest in and sympathy for 
the labour theory of value, even on the part of academic economists, 
who, as a body, were until recently almost universally hostile to it. It 
would be interesting to enquire into the reasons for this change in the 
climate of opinion. One reason is perhaps a certain feeling of dis- 
illusionment with the ultimate results of the marginal revolution of 
eighty years ago. The basis of value has become more and more 
tenuous with every revision in theory. From the first, utility was 
regarded by many economists as a somewhat unsubstantial concept : 
one naturally craved for a concrete, material basis for value rather 
than a psychological flimsy. But when successive strokes of Occam’s 
razor cut out of the concept of utility more and more of the qualities 
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(inter-personal comparability, measurability) of a concrete entity ; 
when, next, utility itself was scrapped in favour of the even more 
intangible concepts of ‘ indifference’ or ‘ revealed preference’; and 
when, finally, even these impalpable ghosts were banished by the 
dictum ‘ equilibrium is just equilibrium’; some economists began to 
be haunted by an uneasy feeling that the theory of value was beginning 
to resemble the smile of the Cheshire cat. 

It really all goes back to the dispute between Ricardo and Samuel 
Bailey. Ricardo thought that goods had value because they contained 
some value-creating substance: Bailey said that this was nonsense, 
that value was simply a ratio in which goods exchanged. (In fact, 
both views might be correct: it might be that the ratio in which two 
goods exchange is the ratio of the quantities of value-creating substance 
that they both contain.) 

Most people have a prejudice in favour of some ‘ value-creating 
substance’. The difficulty is to decide what this substance is. Simple 
abstract human labour was the first candidate for this role. When 
the arguments derived from ungotten minerals, old masters, railway- 
rates, best-end and scrag-end of neck of mutton, petroleum in the hands 
of the Standard Oil Company, and jewellers’ labour compared with 
bricklayers’ labour, had left the case for simple abstract human labour 
somewhat battered, the simple-minded economist in search of a value- 
creating substance turned to utility, which he thought of as a sort of 
jelly pervading all commodities and having a generalised capacity to 
satisfy human wants. If, in addition, all human beings could be thought 
of as equally receptive of this utility-jelly, then he had a theory of 
value that fitted very well into an individualist-utilitarian philosophy 
of politics. In face of the eroding subtleties of the New Welfare 
theorists, the simple-minded economist has before him the choice: 
either to ignore the subtleties and cling to his hypostatic utility, or 
to revert to the pristine simplicity of the labour theory of value. If 
the simple-minded economist is, moreover, a social-minded economist, 
he may well have found utility theory, even in its most materialistic 
form, too individualistic, too lacking in social significance, for his taste : 
if so, he will find an added satisfaction in reverting to the labour 
theory, inasmuch as this latter lends itself to a social interpretation 

3 The post-classical adherents of the cost-of-production theory may have 
thought of labour, abstinence and risk as each incorporating a certain quantity 
of a generalised ‘productive power’ or ‘social productive power’. The 
difficulty of establishing a ‘ par’ or ratio of equivalence between each of these 
disparate elements doubtless militated against the cost-of-production theory 
ever achieving the popularity of either the labour theory or the utility theory. 
(Thiinen showed how to make the cost-of-production theory logically respect- 


able—at any rate as regards the two factors, labour and capital—but no one 
heeded him.) 
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—in fact precisely the interpretation that, as we have seen, Meek gives 
to it. 

A further reflection is that the division between the value-as- 
substance and the value-as-relation theorists corresponds roughly to 
the division between descriptive and normative economists. Though 
there is a good deal of cross-voting, we may say that, in general, the 
Bailey attitude tends to appeal to those for whom ‘equilibrium is 
just equilibrium’, those who are content to contemplate the economic 
system and trace out the connections of its parts; while those who 
have an itch to do something about it, to give advice on how to run 
a business or the State, are often (though by no means invariably) 
drawn to some form of the value-as-substance theory. They want to 
maximise something, so they look round for something maximisable. 
If this diagnosis of the situation is correct, we may look forward in 
the near future either to a revival of interest in the labour theory of 
value or to an attempt to reinstate measurable and transferable utility 
(or perhaps to both). 

This is a most interesting and stimulating book, one that has set 
my mind working in new directions. 

H. D. DICKINSON 

University of Bristol 


RECENT ECONOMIC TRENDS 
U. K. SHIPBUILDING TIMES 


Lioyp’s Register Shipbuilding Returns, issued quarterly, include a 
table showing for the U.K. the tonnage of ships for which material 
is being worked or which are on the stocks, the tonnage of ships 
which are fitting out afloat, all at the end of the quarter, and the 
tonnages launched and completed during the quarter. This table can 
be used to provide indicators of the average time taken to launch 
vessels and to fit them out after launching. The first indicator is 
provided by the ratio of the tonnage of ships in hand but not fitting 
out to the tonnage launched; the second is provided by the ratio 
of the tonnage fitting out to the tonnage completed. 

It is necessary to carry out the calculations for a fairly long period, 
for otherwise the indicator is greatly influenced by the extent to which 
production is being run up or down. An increase in the number of 
ships under construction, for example, will give rise to a corresponding 
increase in the tonnage launched or delivered only after an appropriate 
period of gestation. Another statistical difficulty is that, as soon as 
any work is commenced on a ship, the whole tonnage of the ship is 
shown as under construction, not just the equivalent tonnage of the 
work that has been carried out; thus, if one of the keel plates is 
fabricated in a plater’s shed and laid down three months later on the 
slip, to be followed three months later again by active construction, 
the ship will be shown as having been under construction for six 
months although, during this period, practically no work was being 
done on it. Moreover, different types of ships require very different 
periods for their construction, so that variations in the composition 
of the types and size of ships under construction alter the average 
period taken for construction irrespective of other factors. 

In recent years, Lloyd’s Register has distinguished the tonnage of 
vessels under construction, launched and completed by major types. 
It is thus possible to calculate separate production times for different 
types of vessels. The results of carrying out these calculations for 
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the period 1952 to 1956 are shown in the table below, which is, how- 
ever, subject to the statistical reservations made above. 


CONSTRUCTION TIMES FOR CERTAIN TYPES 
OF VESSELS, 1952-56 


Material being rage 
worked or on Fisting Total 
the stocks 
Months 
Passenger and passenger /cargo 
vessels j : : ‘ 16 Th 234 

Tankers . : - : é 144 54 20 
Cargo liners . ‘ : ; 134 5 184 
Cargo tramps . ; : ; 104 4 144 


Two features of the table are of particular interest: tankers take 
nearly as long to reach the stage of launching as passenger and 
passenger/cargo vessels though their construction is simpler and the 
difference between the time of construction of the different vessels 
lies as much in the period before launching as in the time taken 
fitting out. The time taken before launching may be largely a matter 
of size. Passenger and passenger/cargo vessels were of the order of 
10-11,000 gross tons, tankers 12-13,000 gross tons, and cargo liners 
and tramps 6-7,000 tons on the average during this period; it could 
be said that the greater complexity of passenger and passenger/cargo 
vessels more than offset the greater size of tankers on construction 
times, and that the much smaller size of cargo vessels enabled them 
to be built more quickly. 

Before the war, when ships averaged about 3,000 tons or less, it 
was usually considered that they took about a year to build. On the 
face of it, there does not appear to have been much change in the 
time to build cargo tramps but no satisfactory comparison can be 
drawn because of the change in size and because, with present full 
order books, it is often the practice to lay the keel some months in 
advance of active construction in order to secure the first progress 
payment. 

The difference between the times taken to construct vessels of 
different types goes some way to explain why the construction of ships 
appears to proceed very much more speedily in Sunderland than in 
other major shipbuilding areas in the U.K. Broadly speaking, it 
appears that ships in the Sunderland area take about a year to 
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construct, while in other major centres they have averaged from about 
one-and-a-half years (Clyde, Newcastle and Middlesborough) to about 
two years (Barrow, Belfast and Liverpool). Output in the Sunderland 
area has been predominantly, but by no means exclusively, devoted 
to cargo vessels. But this can hardly be a full explanation of the 
difference ; for cargo tramps alone, the average time of construction 
in Sunderland appears to have been somewhat less than for the whole 
of the U.K. It is likely that areas with a greater diversification of 
output attach less attention to speed of construction. 

There appear to be greater differences between the time taken 
to construct vessels in the U.K. and abroad than between the various 
regions of the U.K. A sample analysis of the time taken to complete 
various types of vessels in the U.K. and in other countries in the period 
1951-5 by Dr. G. A. Theel? showed that construction times in the 
U.K. compared very badly with those in other countries. From keel 
laying to completion, the U.K. times for the construction of a 32,000 
dwt. tanker varied from 517 days to 930 days, with an average of 
808 days, compared with 204 days for an isolated tanker in a Swedish 
shipyard, 307 days in Western Germany and 414 days in Italy. For 
a 10,000 dwt. motor tanker the comparison was also strikingly adverse 
to the U.K., which took an average of 509 days against 227 days in 
Western Germany and 200 days in Sweden. Indeed, there were several 
instances of ships in these categories taking longer to complete after 
launching in the U.K. than to build in their entirety in other countries. 
It is not possible to explain such extreme differences on the grounds 
that U.K. shipbuilders, having relatively more berths and less steel 
than their competitors, often lay the keel well before they are ready 
to begin active construction. 

What is the relevance of these comparisons to the competitive power 
of the U.K. at the present time? In the first place, the longer ships 
are under construction, the greater the interest charges to be borne 
before they can commence earning. If it can be assumed, for example, 
that construction is evenly spread over time in all cases. a tanker 
taking 808 days to complete in the U.K. will cost the equivalent of its 
full value in interest charges over 404 days against 102 days for the 
tanker taking 204 days to construct in Sweden. Thus in broad terms, 
interest charges (and for that matter insurance charges) will have to 
be borne over an additional 302 days for a tanker constructed in the 
U.K. compared with one constructed in Sweden. It is difficult to know 
what the appropriate interest rate would be for money borrowed to 
finance tanker construction. But it may be proper to reckon the cost 


1 Weltwirtschaftdienst, April 1956, p. 212. 
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in terms of what shipowners would expect to earn on the capital tied 
up in vessels in progress if they had this additional capital liberated 
for other uses; and on this basis, at current rates of taxation, the 
appropriate rate would be 15-20 per cent. rather than the rate of, 
say, 5-7 per cent. payable on bank credit. Thus, in the example given, 
the greater time for the construction of the tanker in two different 
centres may increase the equivalent cost of the tanker by at least 12 
per cent. 

This is not, however, the whole story. In more normal times, when 
there may be surplus shipbuilding capacity, shipowners may frequently 
require speedy delivery of a ship in order to take advantage of a 
sudden, and perhaps temporary, increase in freights above ruling levels. 
In these conditions, there will be a-strong incentive to place orders 
where quick delivery can be given. 

In the present position, where it is proving difficult to increase 
British shipbuilding output, it is no less important to get ships into 
commission quickly. It would be far better to use the limited output 
of shipbuilding steel for finishing ships already under construction 
than for starting new construction. It cannot be emphasised too 
strongly that the ability to construct ships quickly and reduce the 
amount of work in hand in relation to output is one of the weakest 
links in the economics of the U.K. shipbuilding industry. 


J. R. PARKINSON 
University of Glasgow 


CURRENT TOPICS 


THE Third Annual General Meeting of the Scottish Economic Society 
was held in the College Rooms in Glasgow on 20th March 1957. 
There were 41 members present. Lord Bilsland, the retiring President, 
was in the chair. The resignation of Sir Alexander Gray, Vice- 
President, was accepted with deep regret, and Professor A. L. Macfie 
was elected Vice-President in his place. Professor A. T. Peacock was 
elected to the vacancy thus created in the Council. On the completion 
of his three years of office as President, Lord Bilsland proposed the 
election of Sir John Campbell as his successor, and this was seconded 
by Professor Hamilton and unanimously approved. 

The activities of the local branches have again been successful, 
although the audiences in Glasgow and Edinburgh have been dis- 
appointingly small. To try to stimulate more discussion on social and 
economic problems more experiments are to be made with meetings 
held jointly with other societies. 

The Society’s membership decreased in 1956 while the cost of the 
Scottish Journal of Political Economy increased. This was largely due 
to a big increase in printing costs, and has resulted in a rise in the 
donation by the Scottish Universities to cover the deficit on the 
Journal, from £85 on Volume II to £289 on Volume III. A copy of 
the audited accounts for 1956, approved at the Annual General 
Meeting, are printed on pages 156 and 157. 

Members at the Annual General Meeting were informed that the 
Council had been reviewing the financial position with some alarm, 
and had provisionally decided that it would be necessary to raise the 
subscription to 25s. from 1st January 1958. An Extraordinary General 
Meeting of the Society would be convened to ratify this change after 
further study by the Council of the current trends of membership and 
of costs. Up to the middle of March 1957 renewals of subscriptions 
had been satisfactory and a number of new members had been re- 
cruited, so that the prospects of a higher subscription income in 1957 
were quite good. 

In his presidential address, Lord Bilsland offered his congratula- 
tions to the Society on its success in organising local branches to 
encourage discussion on social and economic problems, and on the 
Scottish Journal of Political Economy, which he found consistently 
readable and stimulating. The Society had a true role to play in the 
tradition of discussion in Scotland, as an instrument to stimulate 
thought, to debunk false ideas, and to create an informed opinion, 
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and he appealed to the professional, business and academic community 
to give it the wider support it had earned through its work in the first 
three years, during which it had been an honour to him to serve as 
its President. 

He was glad that the Journal had begun to circulate overseas, 
especially in America, where he had been staggered by the mis- 
conceptions of well-informed people about the facts of economic life 
in the U.K. Ignorance of this kind was in part a consequence of the 
dollar shortage, which imposed limitations on travel in America, and 
he hoped the Journal would help to fill the gap. On the whole, it 
would have a satisfactory story to tell of progress in Scotland—some 
of it due to American enterprise and investment—though in spite of 
new industries and wider diversification of employment there were 
still problems, which the Society might do well to study. Amongst 
these, he sought to emphasise three: the loss of first-class Scottish 
labour to England, Scotland’s relative slowness in applying the results 
of scientific research to industry, and the persistence in Scotland of 
pockets of unemployment even in this period of record levels of output 
and employment. 

Why did good Scots workers emigrate to England or overseas? 
Why did Scots graduates in science, engineering, economics have to 
go south or abroad for jobs in industry? Was it because opportunities 
at home were inadequate, or because housing conditions were relatively 
bad? How far did local unemployment reflect a failure of the policy 
for the distribution of labour? These were the kind of questions that 
the Scottish Council (Development and Industry)—with which he had 
long been associated—had to try to answer, and he thought the 
Scottish Economic Society might have a valuable part to play in 
helping to suggest new questions to the Scottish Council and to find 
answers to the old ones. 
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CONSTITUTION OF THE SCOTTISH ECONOMIC SOCIETY 


At an Extraordinary General Meeting held in Glasgow on 30th 
May, 1957, the proposal of the Council to increase the subscription 
from £1 1/- to 25/- per annum was ratified. The opportunity is taken 
of printing the Constitution of the Society in its present form, as 
approved by the A.G.M. on 20th March, 1957, and incorporating the 
amendment passed at the E.G.M. on 30th May. 


1. The Society shall be called the Scottish Economic Society. 


2. The objects of the Society shall be :— 
(a) to advance the study of economic and social problems on the 
widest basis, in accordance with the Scottish tradition of 
political economy inspired by Adam Smith ; 
(b) to provide a forum for the discussion of Scottish economic 
and social problems ; 
and in pursuance of the foregoing objects the Society will under- 
take 
(1) to publish a journal to be known as the “ Scottish Journal 
of Political Economy” three times yearly, containing 
comment on Scottish economic and social affairs and 
articles on political economy, economic history and allied 
subjects ; 

(11) to arrange the publication of reprints of Scottish economic 
classics and of such other works as may appear to the 
Council of the Society to be appropriate. 


3. Subject to the approval of the Council of the Society, member- 
ship of the Society shall be open to any person or business, pro- 
fessional or other body prepared to support the Society’s objects. 


4. The annual subscription of twenty-five shillings shall be payable 
on the Ist day of January in each year, and shall entitle the 
Member to one copy of each issue of the “ Scottish Journal of 
Political Economy ”. The Council may admit under-graduates of 
any recognised University or students of any institution for the 
study of economics or social affairs to membership on special 
terms, but such members shall not have a right to vote. 

The annual subscription shall be alterable on the motion of the 
Council passed at the Annual General Meeting or at an Extra- 
ordinary General Meeting by the votes of three-fourths of the 
Members present, in accordance with the procedure provided in 
paras. 8 and 10 below. 


5. The income of the Society from subscriptions, donations or other- 
wise shall be applied solely towards the promotion of the objects 
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of the Society as set forth in this Constitution and no portion 
thereof shall be paid or transferred directly or indirectly by way 
of profit to the members of the Society. 


Provided that nothing herein shall prevent the payment in good 
faith of reasonable and proper remuneration to any contributor 
to the Journal or to any Officer of the Society in respect of services 
rendered to the Society. 


. No remuneration may be paid to any Officer of the Society with- 


out the prior approval of the members in general meeting. 


. The Officers of the Society shall be a President, three or more 


Vice-Presidents, an Editor, a Secretary, and a Treasurer, who with 
ten other Members shall form a Council, which, subject to any 
instructions given by a resolution passed at a General Meeting 
of the Society, shall be entitled to manage the affairs of the 
Society. 


Five Members of the Council shall form a quorum. 


There shall be an Editorial Board composed of the Heads of 
the Departments of Political Economy and of Economics of the 
four Scottish Universities and the Head of the Department of 
Social and Economic Research at the University of Glasgow, who 
may be, but need not be, Members of the Council of the Society. 
The Editorial Board shall be responsible for the publication of 
the Journal and may contract with Commercial Managers, Printers 
and Publishers for its production and publication. The Editor 
shall be appointed by the Editorial Board for a term of office of 
three years, and shall be eligible for re-appointment. The Editorial 
Board may appoint the Secretary of the Society or such other 
person as it thinks fit to act as Secretary of the Board. 


The President, Vice-Presidents, Secretary, Treasurer and the 
Members of Council shall be elected in accordance with the pro- 
cedure provided in paragraph 9 below. 


The President shall hold office for a maximum period of three 
years, and shall not be eligible for re-election as President, but 
shall automatically become a Vice-President at the end of his 
term of office. 


There shall be no limit to the tenure of office of Vicc- 
Presidents. 


The Secretary, the Treasurer, and the Members of Council shall 
hold office for three years but shall be eligible for re-election. 


Any casual vacancy may be filled by co-option by the Council, 
whose action shall be confirmed at the next Annual General 
Meeting. 


The Council may appoint an Assistant Secretary, who shall 
not thereby be an Officer of the Society or a Member of the 
Council, to perform such duties as the Council may from time to 
time direct. 


10. 
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. The Annual General Meeting shall be held each year at such time 


after the Ist day of March as the Council may determine. It shall 
be called by circular to the Members, giving at least twenty-one 
days’ notice. Fifteen Members shall constitute a quorum for the 
transaction of any business affecting the constitution, government 
or finances of the Society. If a quorum shall not be present within 
thirty minutes after the time for which the meeting has been sum- 
moned, such business shall be postponed to an Extraordinary 
General Meeting, of which seven clear days’ notice must be given 
by circular to Members, to be arranged for a date within thirty 
days of the date of the Annual General Meeting. At such an 
Extraordinary General Meeting the Members present shall 
constitute a quorum. 


. Nominations for the Council and for an office in the Society, 


except that of Editor, must be submitted in writing to the Secretary 
over the signature of two Members, as well as that of the nominee 
accepting nomination, at least seven clear days before the date of 
the Annual General Meeting. The elections shall be made at 
the Annual General Meeting and shall be determined by a simple 
majority of the votes of Members present, the President or Chair- 
man of the day to have a casting vote. 


No alteration of the Constitution shall be made except by the votes 
of three-fourths of the Members present at the Annual General 
Meeting or at an Extraordinary General Meeting convened accord- 
ing to the procedure of para. 8. Due intimation of any alteration 
proposed must be given in the circular calling the meeting, but the 
Council shall be bound to give such intimation of any alteration 
proposed over the signature of four Members, provided it reaches 
the Secretary before the Ist day of February of any year.. 


. If upon the winding up or dissolution of the Society there remains, 


after the satisfaction of all its debts and liabilities, any property 
whatsoever, the same shall not be paid to or distributed among the 
Members of the Society but shall be given or transferred to some 
other organisation having objects which are entirely charitable 
and similar to the objects of the Society and which shall prohibit 
the distribution of its or their income and property among its 
Members to an extent at least as great as is imposed on the 
Society by virtue of para. 5 above, such organisation to be deter- 
mined by the Members of the Society at or before dissolution and 
if and so far as effect cannot be given to the provisions aforesaid, 
then to some charitable object. 


True accounts shall be kept of the sums of money received and 
expended by the Society and the matters in respect of which such 
receipts and expenditure take place and of the property, credits 
and liabilities of the Society. Once at least in every year the 
accounts of the Society shall be examined and the correctness of 
the Income and Expenditure Account and the Balance Sheet 
ascertained by one or more properly qualified Auditor or Auditors. 


BOOKS RECEIVED 


In their Early Twenties, by T. Ferguson and J. Cunnison. (Oxford 
University Press, 1956. 12s. 6d.) 

Problems of Wage Policy in Asian Countries, by the I.L.O. (For the 
I.L.O., by Staples Press Ltd., 1956. 7s. 6d.) 

Scottish Agricultural Economics, Volume VI. (Edinburgh: H.M.S.O., 
1956. 3s.) 

The Development of Capitalism in Russia, by V. I. Lenin. (Lawrence 
and Wishart, Ltd., 1957. 9s. 6d.) 

L’ Automation, by Georges Hartmann. (La Baconniere.) 

The Role of Factoring in Modern Business Finance, by Clyde William 
Phelps. (Educational Division, Commercial Credit Co., Baltimore.) 

Economic Papers, Vol. 1, Sept. 1956, No. 2. (Dept. of Applied Econo- 
mics and Commerce, Patna University, Patna 5.) 

The Annals of The Hitotsubashi Academy, Vol. VII, No. 1, October 
1956. (Hitotsubashi University, Kunitachi, Tokyo, Japan.) 

Why Wages Rise, by F. A. Harper. (The Foundation for Economic 
Education Inc., New York. $1.50.) 

Yearbook of International Trade Statistics, 1955. (Dept. of Public 
Information, Press & Publications Division, United Nations, N.Y. 
U.S. $7.00 ; 50/- sterling.) 

American Imports, by Don D. Humphrey. (The Twentieth Century 
Fund, 1955. $6.00.) 
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